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SOCIAL  SECURITY  AMENDMENTS  OF  1977 


December  15,  1977. — Ordered  to  be  printed 


Mr.  Ullman,  from  the  committee  of  conference, 
submitted  the  following 

CONFERENCE  REPORT 

[To  accompany  H.R.  9346] 

The  committee  of  conference  on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendment  of  the  Senate  to  the  bill  (H.R.  9346)  to 
amend  the  Social  Security  Act  and  the  Internal  Revenue  Code  of  1954 
to  strengthen  the  financing  of  the  social  security  system,  to  reduce 
the  effect  of  wage  and  price  fluctuation  on  the  system's  benefit  struc- 
ture, to  provide  for  the  conduct  of  studies  with  respect  to  coverage 
under  the  system  for  Federal  employees  and  for  employees  of  State 
and  local  governments,  to  increase  the  earnings  limitation,  to  elimi- 
nate certain  gender-based  distinctions  and  provide  for  a  study  of 
proposals  to  eliminate  dependency  and  sex  discrimination  from  the 
social  security  program,  and  for  other  purposes,  having  met,  after  full 
and  free  conference,  have  agreed  to  recommend  and  do  recommend 
to  their  respective  Houses  as  follows : 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  and  agree  to  the  same  with  an  amendment  as  follows : 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend- 
ment insert  the  following : 

That  this  Act,  with  the  following  table  of  contents,  may  be  cited  as 
the  "Social  Security  Amendments  of  1977". 
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ADJUSTMENTS  IN  TAX  RATES 

Sec.  101.  (a)  (1)  Section  3101(a)  of  the  Internal  Revenue  Code  of 
195b  (relating  to  rate  of  tax  on  employees  for  purposes  of  old-age, 
survivors,  and  disability  insurance)  is  amended  by  striking  out  para- 
graphs (1)  and  (2)  and  inserting  in  lieu  thereof  the  following : 

(1)  with  respect  to  wages  received  during  the  calendar  years 
197 %  through  1977,  the  rate  shall  be  £.95  percent; 

"  (2)  with  respect  to  wages  received  during  the  calendar  year 
1978,  the  rate  shall  be  5.05  percent; 

"  (3)  with  respect  to  wages  received  during  the  calendar  years 
1979  and  1980,  the  rate  shall  be  5.08  percent; 

"(4-)  with  respect  to  wages  received  during  the  calendar  year 
1981,  the  rate  shall  be  5.35  percent; 

"(5)  ivith  respect  to  wages  received  during  the  calendar  years 
1982  through  198b,  the  rate  shall  ~be  5.b0  percent; 

"(6)  with  respect  to  wages  received  during  the  calendar  years 
1985  through  1989,  the  rate  shall  be  5.70  percent;  and 

"(7)  with  respect  to  ivages  received  after  December  31,  1989, 
the  rate  shall  be  6.20  percent.". 
(2)  Section  3111(a)  of  such  Code  (relating  to  rate  of  tax  on  em- 
ployers for  purposes  of  old-age,  survivors,  and  disability  insurance)  is 
amended  by  striking  out  paragraphs  (1)  and  (2)  and  inserting  in  lieu 
thereof  the  following : 

"(1)  with  respect  to  wages  paid  during  the  calendar  years 
197b  through  1977,  the  rate  shall  be  b-95  percent; 

(2)  with  respect  to  wages  paid  during  the  calendar  year  1978, 
the  rate  shall  be  5.05  percent; 

"  (3)  with  respect  'to  viages  paid  during  the  calendar  years 
1979  and  1980,  the  rate  shall  be  5.08  percent; 
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"  (4)  with  respect  to  wages  paid  during  the  calendar  year  1981, 
the  rate  shall  be  5.35  percent; 

u(5)  with  respect  to  wages  paid  during  the  calendar  years 
198%  through  1984,  the  rate  shall  be  5.40  percent; 

"(6)  with  respect  to  wages  paid  during  the  calendar  years 
1985  through  1989,  the  rate  shall  be  5.70  percent;  and 

"(7)  with  respect  to  wages  paid  after  December  31,  1989,  the 
rate  shall  be  6.20  percent". 
(3)  Section  llfil(a)  of  such  Code  (relating  to  rate  of  tax  on  self- 
employment  income  for  purposes  of  old-age,  survivors,  and  disability 
insurance)  is  amended  by  striking  out  ua  tax"  and  all  that  follows  and 
inserting  in  lieu  thereof  the  following:  "a  tax  as  follows: 

"  (1)  in  the  case  of  any  taxable  year  beginning  before  January  1, 
1978,  the  tax  shall  be  equal  to  7.0  percent  of  the  amount  of  the 
self -employment  income  for  such  taxable  year; 

"  (2)  in  the  case  of  any  taxable  year  beginning  after  December 
31,  1977,  and  before  January  1,  1979,  the  tax  shall  be  equal  to 
7.10  percent  of  the  amount  of  the  self -employment  income  for 
such  taxable  year; 

"  (3)  in  the  case  of  any  taxable  year  beginning  after  December 
31, 1978,  and  before  January  1, 1981,  the  tax  shall  be  equal  to  7.05 
percent  of  the  amount  of  the  self -employment  income  for  such 
taxable  year; 

"(4)  in  the  case  of  any  taxable  year  beginning  after  December 
31,  1980,  and  before  January  1,  1982,  the  tax  shall  be  equal  to 
8.00  percent  of  the  amount  of  the  self -employment  income  for 
such  taxable  year; 

"(5)  in  the  case  of  any  taxable  year  beginning  after  December 
31,  1981,  and  before  January  1,  1985,  the  tax  shall  be  equal  to 
8.05  percent  of  the  amount  of  the  self -employment  income  for 
such  taxable  year; 

"(6)  in  the  case  of  any  taxable  year  beginning  after  December 
31,  1984,  and  before  January  1,  1990,  the  tax  shall  be  equal  to 
8.55  percent  of  the  amount  of  the  self -employment  income  for 
such  taxable  year;  and 

"(7)  in  the  case  of  any  taxable  year  beginning  after  December 
31,  1989,  the  tax  shall  be  equal  to  9.30  percent  of  the  amount  of 
the  self -employment  income  for  such  taxable  year.". 
(b)(1)  Section  3101(b)  of  such  Code  (relating  to  rate  of  tax  on 
employees  for  purposes  of  hospital  insurance)  is  amended  by  striking 
out  paragraphs  (1)  through  (4)  and  inserting  in  lieu  thereof  the 
following : 

u(l)  with  respect  to  wages  received  during  the  calendar  years 
1974  through  1977,  the  rate  shall  be  0.90  percent; 

"  (2)  with  respect  to  wages  received  during  the  calendar  year 
1978,  the  rate  shall  be  1.00  percent; 

"  (3)  with  respect  to  wages  received  during  the  calendar  years 
1979  and  1980,  the  rate  shall  be  1.05  percent; 

u(4)  with  respect  to  wages  received  during  the  calendar  years 
1981  through  1984,  the  rate  shall  be  1.30  percent; 

u(5)  with  respect  to  wages  received  during  the  calendar  year 
1985,  the  rate  shall  be  1.35  percent;  and 

"(6)  with  respect  to  wages  received  after  December  31,  1985, 
the  rate  shall  be  1.45  percent". 
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(2)  Section  3111(b)  of  such  Code  (relating  to  rate  of  tax  on  em- 
ployers for  purposes  of  hospital  insurance)  is  amended  by  striking 
out  paragraphs  (1)  through  (4)  and  inserting  in  lieu  thereof  the 
following  : 

"  (1)  with  respect  to  wages  paid  during  the  calendar  years  1974 
through  1977,  the  rate  shall  be  0.90  percent; 

"  (2)  with  respect  to  wages  paid  during  the  calendar  year  1978, 
the  rate  shall  be  1.00  percent; 

u(3)  with  respect  to  wages  paid  during  the  calendar  years  1979 
and  1980,  the  rate  shall  be  1.05  percent; 

"(4)  with  respect  to  wages  paid  during  the  calendar  years  1981 
through  1984,  the  rate  shall  be  1.30  percent; 

"(5)  with  respect  to  wages  paid  during  the  calendar  year  1985, 
the  rate  shall  be  1.35  percent;  and 

"(6)  ivith  respect  to  wages  paid  after  December  31,  1985,  the 
rate  shall  be  1.1+5  percent". 

(3)  Section  1401(b)  of  such  Code  (relating  to  tax  on  self -employ- 
ment income  for  purposes  of  hospital  insurance)  is  amended  by  strik- 
ing out  paragraphs  (1)  through  (4)  and  inserting  in  lieu  thereof  the 
following: 

"(1)  in  the  case  of  any  taxable  year  beginning  after  Decem- 
ber 31, 1973,  and  before  January  1, 1978,  the  tax  shall  be  equal  to 
0.90  percent  of  the  amount  of  the  self -employment  income  for  such 
taxable  year; 

"(2)  in  the  case  of  any  taxable  year  beginning  after  Decem- 
ber 31, 1977,  and  before  January  1, 1979,  the  tax  shall  be  equal  to 
1.00  percent  of  the  amount  of  the  self -employment  income  for  such 
taxable  year; 

"(3)  in  the  case  of  any  taxable  year  beginning  after  Decem- 
ber 31, 1978,  and  before  January  1, 1981,  the  tax  shall  be  equal  to 
1.05  percent  of  the  amount  of  the  self -employment  income  for  such 
taxable  year; 

"(4)  in  the  case  of  any  taxable  year  beginning  after  Decem- 
ber 31, 1980,  and  before  January  1, 1985,  the  tax  shall  be  equal  to 
1.30  percent  of  the  amount  of  the  self -employment  income  for  such 
taxable  year; 

"(5)  in  the  case  of  any  taxable  year  beginning  after  Decem- 
ber 31,  1984,  awd  before  January  1,  1986,  the  tax  shall  be  equal 
to  1.35  percent  of  the  amount  of  the  self -employment  income  for 
such  taxable  year;  and 

"(6)  in  the  case  of  any  taxable  year  beginning  after  Decem- 
ber 31,  1985,  the  tax  shall  be  equal  to  1.45  percent  of  the  amount 
of  the  self -employment  income  for  such  taxable  year". 

ALLOCATIONS  TO  DISABILITY  INSURANCE  TRUST  FUND 

Sec.  102.  (a)  (1)  Section  201(b)  (1)  of  the  Social  Security  Act  is 
amended  by  striking  out  clauses  (G)  through  (J)  and  inserting  in  lieu 
thereof  the  following:  "(G)  1.55  per  centum  of  the  wages  (as  so  de- 
fined) paid  after  December  31, 1977,  and  before  January  1, 1979,  and 
so  reported,  (H)  1.50  per  centum  of  the  wages  (as  so  defined)  paid 
after  December  31,  1978,  and  before  January  1, 1981,  and  so  reported, 
(I)  1.65  per  centum  of  the  wages  (as  so  defined)  paid  after  Decern- 


ber  31, 1980,  and  before  January  1, 1985,  and  so  reported,  (J)  1.90  per 
centum  of  the  wages  (as  so  defined)  paid  after  December  SI,  1984,  and 
before  January  1, 1990,  and  so  reported,  and  (K)  2.20  per  centum  of 
the  tuages  (as  so  defined)  paid  after  December  31,  1989,  and  so 
reported". 

(2)  Section  201(b)  (2)  of  such  Act  is  amended  by  striking  out  clauses 
(G)  through  (J)  and  inserting  in  lieu  thereof  the  following:  "(G) 
1.090  per  centum  of  the  amount  of  self -employment  income  (as  so 
defined)  so  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31, 1977,  and  before  January  1, 1979,  (27)  1.0400  per  centum  of  the 
amount  of  self -employment  income  (as  so  defined)  so  reported  for  any 
taxable  year  beginning  after  December  31,  1978,  and  before  Janu- 
ary 1, 1981,  (I)  1.2375  per  centum  of  the  amount  of  self -employment 
income  (as  so  defined)  so  reported  for  any  taxable  year  beginning 
after  December  31, 1980,  and  before  January  1, 1985,  (J)  1.4250  per 
centum  of  the  amount  of  self -employment  income  (as  so  defined)  so 
reported  for  any  taxable  year  beginning  after  December  31, 1984,  and 
before  January  1,  1990,  and  (K)  1.650  per  centum  of  the  amount  of 
self -employment  income  (as  so  defined)  so  reported  for  any  taxable 
year  beginning  after  December  31, 1989". 

INCREASES  IN  EARNINGS  BASE 

Sec.  103.  (a)(1)  Section  230(a)  of  the  Social  Security  Act  is 
amended  by  inserting  "or  (c)"  after  "determined  under  subsection 

(&)". 

(2)  Section  230(b)  of  such  Act  is  amended  by  striking  out  "shall  be" 
in  the  matter  preceding  paragraph  (1)  and  inserting  in  lieu  thereof 
"shall  (sub  ject  to  subsection  (c))  be". 

(b)  Section  230(c)  of  such  Act  is  amended — 

(1)  by  inserting  "(1)"  immediately  before  "the  'contribution 
and  benefit  base'1 ";  and 

(2)  by  striking  out  "section."  and  inserting  in  lieu  thereof  the 
following : 

"section,  and  (2)  the  ■ contribution  and  benefit  base'1  with  respect  to 
remuneration  paid  (and  taxable  years  beginning)  — 

"  (A )  in  1978  shall  be  $17,700, 

"  (B )  in  1979  shall  be  $22^00, 

"  ( C)  in  1980  shall  be  $25r900,  and 

"  (D)  in  1981  shall  be  $29,700. 
For  purposes  of  determining  under  subsection  (b)  the  'contribution 
and  benefit  base'1  with  respect  to  remuneration  paid  (and  taxable  years 
beginning)  in  1982  and  subsequent  years,  the  dollar  amounts  specified 
in  clause  (2)  of  the  preceding  sentence  shall  be  considered  to  have  re- 
sulted from  the  application  of  such  subsection  (b)  and  to  be  the 
amount  determined  (with  respect  to  the  years  involved)  under  that 
subsection.  For  purposes  of  determining  employer  tax  liability  under 
section  3221  (a)  of  the  Internal  Revenue  Code  of  1954,  for  purposes  of 
determining  the  portion  of  the  employee  representative  tax  liability 
under  section  3211(a)  of  such  Code  ivhich  results  from  the  applica- 
tion of  the  9.5  percent  rate  specified  therein,  and  for  purposes  of  com- 
puting average  monthly  compensation  under  section  3(j)  of  the  Bail- 
road  Retirement  Act  of  1974,  except  with  respect  to  annuity  amounts 
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determined  under  section  3  (a)  or  3(f)  (3)  of  such  Act,  clause  (2)  and 
the  preceding  sentence  of  this  subsection  shall  be  disregarded.". 

(c)  (1)  Section  230  of  sueh  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"  (d)  Notwithstanding  any  other  provision  of  law,  the  contribution 
and  benefit  base  determined  under  this  section  for  any  calendar  year 
after  1976  for  purposes  of  section  4022(b)  (3)  (B)  of  Public  Law 
93-406,  with  respect  to  any  plan,  shall  be  the  contribution  and  benefit 
base  that  would  have  been  determined  for  such  year  if  this  section  as 
in  effect  immediately  prior  to  the  enactment  of  the  Social  Security 
Amendments  of  1977  had  remained  in  effect  without  change". 

(2)  The  amendment  made  by  paragraph  (1)  shall  apply  tvith  re- 
spect to  plan  terminations  occur-ring  after  the  date  of  the  enactment 
of  this  Act. 

(d)  (1)  The  second  sentence  of  section  215(i)  (2)  (D)  (v)  of  such 
Act  is  amended  by  stinking  out  "is  equal  to  one-twelfth  of  the  new 
contribution  and  benefit  base"  and  inserting  in  lieu  thereof  "is  equal 
to,  or  exceeds  by  less  than  $5,  one-twelfth  of  the  new  contribution  and 
benefit  base". 

(2)  The  third  sentence  of  section  215 (i)  (2)  (D)  (v)  of  such  Act 
is  amended  by  striking  out  all  that  folloivs  "clause  (iv)"  and  insert- 
ing in  lieu  thereof  "plus  20  percent  of  the  excess  of  the  second  figure 
in  the  last  line  of  column  III  as  extended  under  the  preceding  sen- 
tence over  such  second  figure  for  the  calendar  year  in  which  the  table 
of  benefits  is  revised.". 

EFFECTIVE  DATE 

Sec.  104-  The  amendments  made  by  this  title  shall  apply  with  respect 
to  remuneration  paid  or  received,  and  taxable  years  beginning,  after 
1977. 

TITLE  II— STABILIZATION  OF  REPLACEMENT  RATES  IN 
THE  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSUR- 
ANCE PROGRAM 

COMPUTATION  OF  PRIMARY  INSURANCE  AMOUNT 

Sec.  201.  (a)  Section  215(a)  of  the  Social  Security  Act  is  amended 
to  read  as  follows : 

"(a)  (1)  (A)  The  primary  insurance  amount  of  an  individual  shall 
(except  as  otherwise  provided  in  this  section)  be  equal  to  the  sum 
of- 

"(i)  90  percent  of  the  individual's  average  indexed  monthly 
earnings  (determined  under  subsection  (b))  to  the  extent  that 
such  earnings  do  not  exceed  the  amount  established  for  purposes 
of  this  clause  by  subparagraph  (B), 

"(ii)  32  percent  of  the  individual's  average  indexed  monthly 
earnings  to  the  extent  that  such  earnings  exceed  the  amount  estab- 
lished for  purposes  of  clause  (i)  but  do  not  exceed  the  amount 
established  for  purposes  of  this  clause  by  subparagraph  (B),  and 

"(Hi)  15  percent  of  the  individuals  average  indexed  monthly 
earnings  to  the  extent  that  such  earnings  exceed  the  amount  estab- 
lished for  purposes  of  clause  (ii) , 
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rounded  in  accordance  with  subsection  (g),  and  thereafter  increased 
as  provided  in  subsection  (i). 

"(B)  (i)  For  individuals  who  initially  become  eligible  for  old-age 
or  disability  insurance  benefits,  or  who  die  (before  becoming  eligible 
for  such  benefits) ,  in  the  calendar  year  1979,  the  amount  established 
for  purposes  of  clause  (i)  and  (ii)  of  subparagraph  (A)  shall  be  $180 
and  $1,085,  respectively. 

"(ii)t  For  individuals  who  initially  become  eligible  for  old-age  or 
disability  insurance  benefits,  or  who  die  (before  becoming  eligible  for 
such  benefits),  in  any  calendar  year  after  1979,  each  of  the  amounts  so 
established  shall  equal  the  product  of  the  corresponding  amount  estab- 
lished with  respect  to  the  calendar  year  1979  under  clause  (i)  of  this 
subparagraph  and  the  quotient  obtained  by  dividing — 

"(/)  the  average  of  the.  total  wages  (as  defined  in  regulations 
of  the  Secretary  and  computed  without  regard  to  the  limitations 
specified  in  section  209  {a) )  reported  to  the  Secretary  of  the  Treas- 
ury or  his  delegate  for  the  second  calendar  year  preceding  the 
calendar  year  for  which  the  determination  is  made,  by 

"(II)  the  average  of  the  total  wages  (as  so  defined  and  com- 
puted) reported  to  the  Secretary  of  the  Treasury  or  his  delegate 
for  the  calendar  year  1977. 
"(Hi)  Each  amount  established  under  clause  (ii)  for  any  calendar 
year  shall  be  rounded  to  the  nearest  $1,  except  that  any  amounts  so 
established  which  is  a  multiple  of  $0.50  but  not  of  $1  shall  be  rounded 
to  the  next  higher  $1. 

"(C)(i)  No  primary  insurance  amount  computed  under  subpara- 
graph (A)  may  be  less  than — 

"  (/)  the  dollar  amount  set  forth  on  the  first  line  of  column  IV 
in  the  table  of  benefits  contained  in  (or  deemed  to  be  contained  in) 
this  subsection  as  in  effect  in  December  1978,  rounded  (if  not  a 
multiple  of  $1)  to  the  next  higher  multiple  of  $1,  or 

"  (//)  an  amount  equal  to  $11.50  multiplied  by  the  individual's 
years  of  coverage  in  excess  of  10,  or  the  increased  amount  deter- 
mined for  purposes  of  this  subdivision  under  subsection  (i) , 
whichever  is  greater.  No  increase  under  subsection  (i) ,  except  as  pro- 
vided in  subsection  (i)(2)(A),  shall  apply  to  the  dollar  amount 
specified  in  subdivision  (I)  of  this  clause. 

"(ii)  For  purposes  of  clause  (i)  (II),  the  term  'years  of  coverage^ 
with  respect  to  any  individual  means  the  number  (not  exceeding  30) 
equal  to  the  sum  of  (I)  the  number  (not  exceeding  1%  and  disregarding 
any  fraction)  determined  by  dividing  (a)  the  total  of  the  wages 
credited  to  such  individual  (including  wages  deemed  to  be  paid  prior 
to  1951  to  such  individual  under  section  217,  compensation  under  the 
Railroad  Retirement  Act  of  1937  prior  to  1951  which  is  creditable  to 
such  individual  pursuant  to  this  title,  and  wages  deemed  to  he  paid 
prior  to  1951  to  such  individual  under  section  231)  for  years  after 
1936  and  before  1951  by  (b)  $900,  plus  (II)  the  number  equal  to 
the  number  of  years  after  1950  each  of  which  is  a  computation  base 
year  (within  the  meaning  of  subsection  (b)  (2)  (B)  (ii)  )  and  in  each 
of  which  he  is  credited  with  wages  (including  wages  deemed  to  be  paid 
to  such  individual  under  section  217,  compensation  under  the  Railroad 
Retirement  Act  of  1937  or  1974  which  is  creditable  to  such  individual 
pursuant  t     his  i  de,  and  wages  deemed  to  be  paid  to  such  individual 
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under  section  229)  and  self -employment  income  of  not  less  than  25 
percent  of  the  maximum  amount  which,  pursuant  to  subsection  (e), 
may  be  counted  for  such  year,  or  of  not  less  than  25  percent  of  the 
maximum  amount  which  could  be  so  counted  for  such  year  {in  the  case 
of  a  year  after  1977)  if  section  230  as  in  effect  immediately  prior  to 
the  enactment  of  the  Social  Security  Amendments  of  1977  had  re- 
mained in  effect  without  change. 

"(D)  In  each  calendar  year  after  1978  the  Secretary  shall  publish 
in  the  Federal  Register,  on  or  before  November  1,  the  formula  for  com- 
puting benefits  under  this  paragraph  and  for  adjusting  wages  and 
self -employment  income  under  subsection  (b)  (3)  in  the  case  of  an 
individual  who  becomes  eligible  for  an  old-age  insurance  benefit,  or 
(if  earlier)  becomes  eligible  for  a  disability  insurance  benefit  or  dies, 
in  the  following  year,  and  the  average  of  the  total  wages  (as  described 
in  subparagraph  (B)  (ii)  (I) )  on  which  that  formula  is  based.  With 
the  initial  publication  required  by  this  subparagraph,  the  Secretary 
shall  also  publish  in  the  Federal  Register  the  average  of  the  total  wages 
(as  so  described)  for  each  calendar  year  after  1950. 

"(2)  (A)  A  year  shall  not  be  counted  as  the  year  of  an  individual's 
death  or  eligibility  for  purposes  of  this  subsection  or  subsection  (i) 
in  any  case  where  such  individual  was  entitled  to  a  disability  insurance 
benefit  for  any  of  the  12  months  immediately  preceding  the  month  of 
such  death  or  eligibility  (but  there  shall  be  counted  instead  the  year  of 
the  individuals  eligibility  for  the  disability  insurance  benefit  or  bene- 
fits to  which  he  was  entitled  during  such  12  months) . 

U(B)  In  the  case  of  an  individual  who  was  entitled  to  a  disability 
insurance  benefit  for  any  of  the  12  months  before  the  month  in  which 
he  became  entitled  to  an  old-age  insurance  benefit,  became  reentitled  to 
a  disability  insurance  benefit,  or  died,  the  primary  insurance  amount 
for  determining  any  benefit  attributable  to  that  entitlement,  reentitle- 
ment,  or  death  is  the  greater  of — 

"(i)  the  primary  insurance  amount  upon  which  such  disability 
insurance  benefit  was  based,  increased  by  the  amount  of  each  gen- 
eral benefit  increase  (as  defined  in  subsection  (i)  (3) ),  and  each 
increase  provided  under  subsection  (i)  (2) ,  that  would  have  ap- 
plied to  such  primary  insurance  amount  had  the  individual  re- 
mained entitled  to  such  disability  insurance  benefit  until  the 
month  in  which  he  became  so  entitled  or  reentitled  or  died,  or 
"  (ii)  the  amount  computed  under  paragraph  (1)  (C). 
"(C)  In  the  case  of  an  individual  who  was  entitled  to  a  disability 
insurance  benefit  for  any  month,  and  with  respect  to  whom  a  primary 
insurance  amount  is  required  to  be  computed  at  any  time  after  the 
close  of  the  period  of  the  individuals  disability  (whether  because  of 
such  individuals  subsequent  entitlement  to  old-age  insurance  benefits 
or  to  a  disability  insurance  benefit  based  upon  a  subsequent  period  of 
disability,  or  because  of  such  individuals  death),  the  primary  insur- 
ance amount  so  computed  may  in  no  case  be  less  than  the  primary  in- 
surance amount  with  respect  to  which  such  former  disability  insurance 
benefit  was  most  recently  determined. 

"(3)  (A)  Paragraph  (1)  applies  only  to  an  individual  who  tvas  not 
eligible  for  an  old-age  insurance  benefit  prior  to  January  1979  and 
who  in  that  or  any  succeeding  month — 

"  (i)  becomes  eligible  for  such  a  benefit, 
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"  (ii)  becomes  eligible  for  a  disability  insurance  benefit,  or 
"(Hi)  dies, 

and  (except  for  subparagraph  (C)  (i)  (II)  thereof)  it  applies  to  every 
such  individual  except  to  the  extent  otherwise  provided  by  paragraph 
U)- 

"(B)  For  purposes  of  this  title,  an  individual  is  deemed  to  be 
eligible — 

"  (i)  for  old-age  insurance  benefits,  for  months  beginning  with 
the  month  in  which  he  attains  age  62,  or 

u(ii)  for  disability  insurance  benefits,  for  months  beginning 
with  the  month  in  which  his  period  of  disability  began  as  provided 
under  section 216 (i)  (2)  (C), 
except  as  provided  in  paragraph  (2)  (A)  in  cases  where  fewer  than  12 
months  have  elapsed  since  the  termination  of  a  prior  period  of 
disability. 

"(4)  Paragraph  (1)  (except  for  subparagraph  (O)  (i)  (II)  thereof) 
does  not  apply  to  the  computation  or  recomputation  of  a  primary 
insurance  amount  for — 

"(A)  an  individual  who  was  eligible  for  a  disability  insurance 
benefit  for  a  month  prior  to  January  1979  unless,  prior  to  the 
month  in  which  occurs  the  event  described  in  clause  (i),  (ii),  or 
(Hi)  of  paragraph  (3)  (A),  there  occurs  a  period  of  at  least  12 
consecutive  months  for  which  he  was  not  entitled  to  a  disability 
insurance  benefit,  or 

"(B)  an  individual  who  had  wages  or  self -employment  income 
credited  for  one  or  more  years  prior  to  1979,  and  who  was  not 
eligible  for  an  old-age  or  disability  insurance  benefit,  and  did  not 
die,  prior  to  January  1979,  if  in  the  year  for  which  the  computa- 
tion or  recommendation  would  be  made  the  individual's  primary 
insurance  amount  would  be  greater  if  computed  or  recomputed — 
"  (i)  under  section  215(a)  as  in  effect  in  December  1978,  for 
purposes  of  old-age  insurance  benefits  in  the  case  of  an  in- 
dividual who  becomes  eligible  for  such  benefits  prior  to  1984, 
or 

"(ii)  as  provided  by  section  215(d),  in  the  case  of  an 
individual  to  lohom  such  section  applies. 
In  determining  whether  an  individual's  primary  insurance  amount 
would  be  greater  if  computed  or  recomputed  as  provided  in  subpara- 
graph (B),  (I)  the  table  of  benefits  in  effect  in  December  1978  shall 
be  applied  without  regard  to  any  increases  in  that  table  which  may 
become  effective  (in  accordance  with  subsection  (i)  (4) )  for  years 
after  1978  (subject  to  clause  (Hi)  of  subsection  (i)  (2)  (A)  but  tvith- 
out  regard  to  clauses  (iv)  and  (v)  thereof)  and  (II)  such  individual's 
average  monthly  wage  shall  be  computed  as  provided  by  subsection 

(») (4). 

u(5)  For  purposes  of  computing  the  primary  insurance  amount 
(after  December  1978)  of  an  individual  to  whom  paragraph  (1)  does 
not  apply  (other  than  an  individual  described  in  paragraph  (4)  (B) ) , 
this  section  as  in  effect  in  December  1978  shall  remain  in  effect,  except 
that,  effective  for  January  1979,  the  dollar  amount  specified  in  para- 
graph (3)  of  subsection  (a)  shall  be  increased  to  $11.50.  The  table 
for  determining  primary  insurance  amounts  and  maximum  family 
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benefits  contained  in  this  section  in  December  1978  shall  be  revised  as 
provided  by  subsection  (i)  for  each  year  after  1978". 

(b)  Section  215(b)  of  such  Act  is  amended  to  read  as  follows: 

"Average  Indexed  Monthly  Earnings;  Average  Monthly  Wage 

"(b)  (1)  An  individual's  average  indexed  monthly  earnings  shall  be 
equal  to  the  quotient  obtained  by  dividing — 

"(A)  the  total  (after  adjustment  under  paragraph  (3))  of  his 
wages  paid  in  and  self -employment  income  credited  to  his  bene- 
fit computation  years  (determined  under  paragraph  (2)),  by 
"(B)  the  number  of  months  in  those  years. 
"(2)  (A)  The  number  of  an  individual's  benefit  computation  years 
equals  the  number  of  elapsed  years,  reduced  by  five,  except  that  the 
number  of  an  individual's  benefit  computation  years  may  not  be  less 
than  two. 

"(B)  For  purposes  of  this  subsection  with  respect  to  any  in- 
dividual— 

"(i)  the  ter-m  'benefit  computation  years'  means  those  computa- 
tion base  years,  equal  in  number  to  the  number  determined  under 
subparagraph  (A),  for  tvhich  the  total  of  such  individual's  wages 
and  self -employment  income,  after  adjustment  under  paragraph 
(3) ,  is  the  largest; 

"(ii)  the  term  1 computation  base  years'  means  the  calendar 
years  after  I960  and  before — 

"  (I)  in  the  case  of  an  individual  entitled  to  old-age  insur- 
ance benefits,  the  year  in  which  occurred  (whether  by  reason 
of  section  202(j)(l)  or  otherioise)  the  first  month  of  that 
entitlement;  or 

"  (II)  in  the  case  of  an  individual  who  has  died  (without 
having  become  entitled  to  old-age  insurance  benefits),  the 
year  succeeding  the  year  of  his  death; 
except  that  such  term  excludes  any  calendar  year  entirely  in- 
cluded in  a  period  of  disability;  and 

"(Hi)  the  term  'number  of  elapsed  years'  means  (except  as 
otherwise  provided  by  section  10^(j)  (2)  of  the  Social  Security 
Amendments  of  1972)  the  number  of  calendar  years  after  1950 
(or,  if  later,  the  year  in  which  the  individual  attained  age  21)  and 
before  the  year  in  which  the  individual  died,  or,  if  it  occurred 
earlier  (but  after  1960),  the  year  in  which  he  attained  age  62; 
except  that  such  term  excludes  any  calendar  year  any  part  of 
which  is  included  in  a  period  of  disability. 
"(3)  (A)  Except  as  provided  by  subparagraph  (B),  the  wages  paid 
in  and  self -employment  income  credited  to  each  of  an  individual's  com- 
putation base  years  for  purposes  of  the  selection  therefrom  of  benefit 
computation  years  under  paragraph  (2)  shall  be  deemed  to  be  equal 
to  the  product  of — 

"  (i)  the  wages  and  self -employment  income  paid  in  or  audited 
to  such  year  (as  determined  without  regard  to  this  subparagraph) , 
and 

"  (ii)  the  quotient  obtained  by  dividing — 

"(7)  the  average  of  the  total  loages  (as  defined  in  regula- 
tions of  the  Secretary  and  computed  ivithout  regard  to  the 
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limitations  specified  in  section  209 (a) )  reported  to  the  Secre- 
tary of  the  Treasury  or  his  delegate  for  the  second  calendar 
year  (after  1976)  preceding  the  earliest  of  the  year  of  the  in- 
dividual's death,  eligibility  for  an  old-age  insurance  benefit, 
or  eligibility  for  a  disability  insurance  benefit  (except  that 
the  year  in  which  the  individual  dies,  or  becomes  eligible,  shall 
not  be  considered  as  such  year  if  the  individual  was  entitled 
to  disability  insurance  benefits  for  any  month  in  the  12-month 
period  immediately  preceding  such  death  or  eligibility,  but 
there  shall  be  counted  instead  the  year  of  the  individuals 
eligibility  for  the  disability  insurance  benefit  to  which  he  was 
entitled  in  such  12-month  period) ,  by 

"(//)  the  average  of  the  total  wages  (as  so  defined  and 
computed)  reported  to  the  Secretary  of  the  Treasury  or  his 
delegate  for  the  computation  base  year  for  which  the  deter- 
mination is  made. 
U(B)  Wages  paid  in  or  self -employment  income  credited  to  an  in- 
dividuals computation  base  year  which^— 

u(i)  occurs  after  the  second  calendar  year  specified  in  subpara- 
graph (A)  (ii)  (I),  or 

"(ii)  is  a  year  treated  under  subsection  (/)  (2)  (C)  as  though 
it  were  the  last  year  of  the  period  specified  in  paragraph  (2) 
(B)  (ii), 

shall  be  available  for  use  in  determining  an  individual's  benefit  com- 
putation years,  but  ivithout  applying  subparagraph  (A)  of  this 
paragraph. 

u(4)  For  purposes  of  determining  the  average  monthly  wage  of  an 
individual  whose  primary  insurance  amount  is  computed  (after  1978) 
under  section  215(a)  or  215(d)  as  in  effect  (except  with  respect  to  the 
table  contained,  therein)  in  December  1978,  by  reason  of  subsection  (a) 
(Jp)  (B),  this  subsection  as  in  effect  in  December  1978  shall  remain  in 
effect,  except  that  paragraph  (2)  (C)  (as  then  in  effect)  shall  be 
deemed  to  provide  that L  computation  base  years''  include  only  calendar 
years  in  the  period  after  1950  (or  1936,  if  applicable)  and  prior  to  the 
year  in  which  occurred  the  first  month  for  which  the  individual  was 
eligible  (as  defined  in  subsection  (a)  (3)  (B)  as  in  effect  in  January 
1979)  for  an  old-age  or  disability  insurance  benefit,  or,  if  earlier,  the 
year  in  %ohich  he  died.  Any  calendar  year  all  of  which  is  included  in  a 
period  of  disability  shall  not  be  included  as  a  computation  base  year 
for  such  purposes.''1. 

(c)  Section  215(c)  of  such  Act  is  amended  to  read  as  follows: 

" Application  of  Prior  Provisions  in  Certain  Cases 

u(c)  This  subsection  as  in  effect  in  December  1978  shall  remain  in 
effect  with  respect  to  an  individual  to  whom  subsection  (a)  (1)  does 
not  apply  by  reason  of  the  individuals  eligibility  for  an  old-age  or  dis- 
ability insurance  benefit,  or  the  individuals  death,  prior  to  1979." . 

(d)  (1)  The  matter  in  the  text  of  section  215(d)  of  such  Act  which 
precedes  paragraph  (1)  (C)  is  amended  to  read  as  follows: 

u(d)  (1)  For  purposes  of  column  I  of  the  table  appearing  in  sub- 
section (a),  as  that  subsection  was  in  effect  in  December  1977,  an  in- 
dividuals primary  insurance  benefit  shall  be  computed  as  follows: 


13 


"(A)  The  individual's  average  monthly  ivage  shall  be  deter- 
mined as  provided  in  subsection  (b),as  in  effect  in  December  1977 
{but  without  regard  to  paragraph  (4)  thereof),  except  that  for 
purposes  of  paragraphs  (2)  (C)  and  (3)  of  that  subsection  (as  so 
in  effect)  1936  shall  be  used  instead  of  1950. 

"(B)  Far  purposes  of  subparagraphs  (B)  and  (C)  of  subsec- 
tion (b)  (2)  (as  so  in  effect)  — 

"(i)  the  total  wages  prior  to  1951  (as  defined  in  subpara- 
graph (C)  of  this  paragraph)  of  an  individual  who  attained 
age  21  after  1936  and  prior  to  1950  shall  be  divided  by  the 
number  of  years  (hereinafter  in  this  subparagraph  referred 
to  as  the  1 divisor')  elapsing  after  the  year  in  which  the  in- 
dividual attained  age  20  and  prior  to  1951;  and 

"(ii)  the  total  wages  prior  to  1951  (as  defined  in  subpara- 
graph (C)  of  this  paragraph)  of  an  individual  who  attained 
age  21  after  191$  shall  be  divided  by  the  number  of  years 
(hereinafter  in  this  subparagraph  referred  to  as  the  'divisor') 
elapsing  after  1949  and  prior  to  1951. 
The  quotient  so  obtained  shall  be  deemed  to  be  the  individual's 
wages  credited  to  each  of  the  years  which  were  used  in  computing 
the  amount  of  the  divisor,  except  that — 

"  (Hi)  if  the  quotient  exceeds  $3,000,  only  $3,000  shall  be 
deemed  to  be  the  individual's  wages  for  each  of  the  years 
which  were  used  in  computing  the  amount  of  the  divisor,  and 
the  remainder  of  the  individuals  total  wages  prior  to  1951 
(I)  if  less  than  $3,000,  shall  be  deemed  credited  to  the  year 
immediately  preceding  the  earliest  year  used  in  computing 
the  amount  of  the  divisor,  or  (II)  if  $3,000  or  more,  shall  be 
deemed  credited,  in  $3,000  increments,  to  the  year  imme- 
diately preceding  the  earliest  year  used  in  computing  the 
amount  of  the  divisor  and  to  each  year  consecutively  preced- 
ing that  year,  with  any  remainder  less  than  $3,000  being 
credited  to  the  year  immediately  preceding  the  earliest  year 
to  which  a  full.  $3,000  increment  was  credited;  and 

u(iv)  no  more  than  $4-2,000  may  be  taken  into  account,  for 
purposes  of  this  subparagraph,  as  total  wages  after  1936  and 
pHor  to  1951".  . 

(2)  Section  215(d)  (1)  (D)  of  such  Act  is  amended  to  read  as  fol- 
lows : 

"(D)  The  individuals  primar-y  insurance  benefit  shall  be  40 
percent  of  the  first  $50  of  his  average  monthly  wage  as  computed 
under  this  subsection,  plus  10  percent  of  the  next  $200  of  his 
average  monthly  wage,  increased  by  1  percent  for  each  increment 
year.  The  number  of  increment  years  is  the  number,  not  more  than 
14  nor  less  than  4,  that  is  equal  to  the  individuals  total  wages  prior 
to  1951  divided  by  $1,650  (disregarding  any  fraction).". 

(3)  Section  215(d)(3)  of  such  Act  is  amended  (A)  by  striking 
out  "in  the  case  of  an  individual"  and  all  that  follows  and  inserting  in 
lieu  thereof  the  following  "in  the  case  of  an  individual  who  had  a 
period  of  disability  which  began  prior  to  1951,  but  only  if  the  primary 
insurance  amount  resulting  therefrom  is  higher  than  the  primary  in- 
surance amount  resulting  from  the  application  of  this  section  (as 
amended  by  the  Social  Security  Amendments  of  1967)  and  section 
220.". 
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(4)  Section  215(d)  of  such  Act  is  further  amended  by  adding  at 
the  end  thereof  the  following  new  paragraph: 

"  (If)  The  provisions  of  this  subsection  as  in  effect  in  December  1977 
shall  be  applicable  to  individuals  ivho  become  eligible  for  old-age  or 
disability  insurance  benefits  or  die  prior  to  1978". 

(e)  Section  215(e)  of  such  Act  is  amended — 

(1)  by  striking  out  "average  monthly  wage"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "average  indexed  monthly  earn- 
ings or,  in  the  case  of  an  individual  whose  primary  insurance 
amount  is  computed  under  section  215(a)  as  in  effect  prior  to 
January  1979,  average  monthly  wage  "  and 

(2)  by  inserting  immediately  before  "of  (A)"  in  paragraph  (1) 
the  following :  "  ( before  the  application,  in  the  case  of  average  in- 
dexed monthly  earnings,  of  subsection  (b)  (3)  (A) )". 

(f)(1)  Section  215(f)  (2)  of  this  Act  is  amended  to  read  as 
follows : 

"(2)  (A)  If  an  individual  has  wages  or  self -employment  income  for 
a  year  after  1978  for  any  part  of  which  he  is  entitled  to  old-age  or 
disability  insurance  benefits,  the  Secretary  shall,  at  such  time  or  times 
and  within  such  period  as  he  may  by  regulation  prescribe,  recompute 
the  individual's  primary  insurance  amount  for  that  year. 

"(B)  For  the  purpose  of  applying  subparagraph  (A)  of  subsec- 
tion (a)  (1)  to  the  average  indexed  monthly  earnings  of  an  individual 
to  tvhom  that  subsection  applies  and  who  receives  a  recomputation 
under  this  paragraph,  there  shall  be  used,  in  lieu  of  the  amounts  estab- 
lished by  subsection  (a)  (1)  (B)  for  purposes  of  clauses  (i)  and  (ii) 
of  subsection  (a)(1)  (A),  the  amounts  so  established  that  were  (or, 
in  the  case  of  an  individual  described  in  subsection  (a)  (4)  (B) ,  would 
have  been)  used  in  the  computation  of  such  individuals  primary  in- 
surance amount  prior  to  the  application  of  this  subsection. 

"(C)  A  recomputation  of  any  individuals  primary  insurance  amount 
under  this  paragraph  shall  be  made  as  provided  in  subsection  (a)  (1) 
as  though  the  year  with  respect  to  which  it  is  made  is  the  last  year  of 
the  period  specified  in  subsection  (b)  (2)  (B)  (ii) ;  and  subsection  (b) 
(3)  (A)  shall  apply  with  respect  to  any  such  recomputation  as  it 
applied  in  the  computation  of  such  individuals  primary  insurance 
amount  prior  to  the  application  of  this  subsection. 

"(D)  A  recomputation  under  this  paragraph  with  respect  to  any 
year  shall  be  effective — 

"(i)  in  the  case  of  an  individual  who  did  not  die  in  that  year, 
for  monthly  benefits  beginning  with  benefits  for  January  of  the 
following  year;  or 

"(ii)  in  the  case  of  an  individual  who  died  in  that  year,  for 
monthly  benefits  beginning  with  benefits  for  the  month  in  which 
he  died.". 

(2)  Section  21 5(f)  (3)  of  such  Act  is  repealed. 

iV/f6Ati0n  of  such  Act  is  amended  to  read  as  follows: 

U)  A  recomvutation  shall  be  effective  under  this  subsection  only 
if  it  increases  the  nrimary  insurance  amount  by  at  least  $1  " 

*J/\  Secfi™  2!lV,f)  nf  such  Act  is  further  amended  by  adding  at  the 
ena  ffiereo  f  the  following  new  paragraphs : 

"(7)  This  subsection  as  in  effect  in  December  1978  shall  continue  to 
apply  to  the  recomputation  of  a  primary  insurance  amount  computed 
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under  subsection  (a)  or  (d)  as  in  effect  (without  regard  to  the  table 
in  subsection  (a) )  in  that  month,  and,  where  appropriate,  under  sub- 
section (d)  as  in  effect  in  December  1977.  For  purposes  of  recomputing 
a  primary  insurance  amount  determined  under  subsection  (a)  or  (d) 
(as  so  in  effect)  in  the  case  of  an  individual  to  whom  those  subsections 
apply  by  reason  of  sub  section  (a)  (If)  (B)  as  in  effect  after  Decem- 
ber 1978.  no  remuneration  shall  be  taken  into  account  for  the  year  in 
which  the  individual  initially  became  eligible  for  an  old-age  or  dis- 
ability insurance  benefit  or  died,  or  for  any  year  thereafter. 

"(8)  The  Secretary  shall  recompute  the  primary  insurance  amounts 
applicable  to  beneficiaries  whose  benefits  are  based  on  a  primary  in- 
surance amount  which  was  computed  under  subsection  (a)  (3)  effec- 
tive prior  to  January  1979,  or  would  have  been  so  computed  if  the 
dollar  amount  specified  therein  were  $11.50.  Such  recomputation  shall 
be  effective  January  1979,  and  shall  include  the  effect  of  the  increase 
in  the  dollar  amount  provided  by  subsection  (a)  (1)  (C)  (i)  (II).  Such 
primary  insurance  amount  shall  be  deemed  to  be  provided  under  such 
section  for  purposes  of  subsection-  (i) .". 

(g)  (1)  Section  215 (i)  (2)  (A)  (ii)  of  such  Act  is  amended  to  read  as 
follows: 

"(ii)  If  the  Secretary  determines  that  the  base  quarter  in  any  year 
is  a  cost-of-living  computation  quarter,  he  shall,  effective  with  the 
month  of  June  of  that  year  as  provided  in  subparagraph  (B), 
increase — 

"(/)  the  benefit  amount  to  tvhich  individuals  are  entitled  for 
that  month  under  section  227  or  228, 

U(II)  the  primary  insurance  amount  of  each  other  individual 
on  which  benefit  entitlement  is  based  under  this  title  (including 
a  primary  insurance  amount  determined  under  subsection  (a) 
(1)  (C)  (i)  (I) .  but  subject  to  the  provisions  of  such  subsection  (a) 
(1)  (C)  (i)  and  clauses  (iv)  and  (v)  of  this  subparagraph) ,  and 
"(III)  the  amount  of  total  monthly  benefits  based  on  any  pri- 
mary insurance  amount  ichich  is  permitted  under  section  203 
(and  such  total  shall  be  increased,  unless  otherwise  so  increased 
under  another  provision  of  this  title,  at  the  same  time  as  such 
primary  insurance  amount)  or,  in  the  case  of  a  primary  insurance 
amount  computed  under  subsection  (a)  as  in  effect  (tvithout 
regard  to  the  table  contained  therein)  prior  to  January  1979,  the 
amount  to  which  the  beneficiaries  may  be  entitled  under  section 
203  as  in  effect  in  December  1978,  except  as  provided  by  section 
203(a)  (6)  and  (7)  as  in  effect  after  December  1978. 
The  increase  shall  be  derived  by  multiplying  each  of  the  amounts 
described  in  subdivisions  (I),  (II),  and  (III)  (including  each  of  those 
amounts  as  previously  increased  under  this  subparagraph)  by  the  same 
percentage  (rounded  to  the  nearest  one-tenth  of  1  percent)  as  the  per- 
centage by  which  the  Consumer  Price  Index  for  that  cost-of-living 
computation  quarter  exceeds  such  index  for  the  most  recent  prior  cal- 
endar quarter  which  teas  a  base  quarter  under  paragraph  (1)  (A)  (ii) 
or,  if  later,  the  most  recent  cost-of-living  computation  quarter  under 
paragraph  (1)  (B) •  and  any  amount  so  increased  that  is  not  a  multiple 
of  $0.10  shall  be  increased  to  the  next  higher  multiple  of  $0.10. 
Any  increase  under  this  subsection  in  a  primary  insurance  amount 
determined  under  subparagraph  (C)  (i)  (II)  of  subsection  (a)  (1) 
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shall  be  applied  after  the  initial  determination  of  such  primary  insur- 
ance amount  under  that  subparagraph  (with  the  amount  of  such 
increase,  in  the  case  of  an  individual  who  becomes  eligible  for  old- 
age  or  disability  insurance  benefits  or  dies  in  a  calendar  year  after 
1979,  being  determined  from  the  range  of  possible  primary  insurance 
amounts  published  by  the  Secretary  under  the  last  sentence  of  sub- 
paragraph (D) ),". 

(2)  Section  215 (i)  (2)  (A)  of  such  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  clauses: 

"(Hi)  In  the  case  of  an  individual  who  becomes  eligible  for  an  old- 
age  or  disability  insurance  benefit,  or  who  dies  prior  to  becoming  so 
eligible,  in  a  year  in  which  there  occurs  an  increase  provided  under 
clause  (ii),  the  individuals  primary  insurance  amount  (without  re- 
gard to  the  time  of  entitlement  to  that  benefit)  shall  be  increased  (un- 
less otherwise  so  increased  under  another  provision  of  this  title  and, 
with  respect  to  a  primary  insurance  amount  determined  under  subsec- 
tion (a)  (1)  (€)  (i)  (I),  subject  to  the  provisions  of  subsection  (a)  (1) 
(C)  (i)  and  clauses  (iv)  and  (v)  of  this  subparagraph)  by  the  amount 
of  that  increase  and  subsequent  applicable  increases,  but  only  with 
respect  to  benefits  payable  for  months  after  May  of  that  year. 

"(iv)  (I)  In  the  case  of  an  individual  who  is  entitled  to  an  old-age 
insurance  benefit  that  is  based  on  a  primary  insurance  amount  deter- 
mined under  subsection  (a)  (1)  (0)  (i)  (I) ,  such  primary  insurance 
amount  shall  not  be  increased  under  this  subsection  for  any  year  before 
the  year  in  which  occurs  the  first  month  with  respect  to  which  there  is 
payable  to  such  individual  all  or  some  part  of  such  benefit  after 
application  of  the  provisions  of  section  203  relating  to  deductions  on 
account  of  work,  or,  if  earlier,  the  year  in  ivhich  he  attains  age  65. 

"(II)  In  the  case  of  an  individual  who  is  entitled  to  an  insurance 
benefit  under  subsection  (e)  or  (f)  of  section  202  that  is  based  on 
a  primary  insurance  amount  determined  under  subsection  (a)  (1)  (C) 
(i)  (I),  such  primary  insurance  amount  shall  not  be  increased  under 
this  subsection  for  any  year  (except  as  provided  in  subdivision  (III) ) 
before  the  year  in  ivhich  occurs  the  first  month  with  respect  to  which 
there  is  payable  to  such  individual  all  or  some  part  of  such  benefit 
after  application  of  the  provisions  of  section  203  relating  to  deduc- 
tions on  account  of  work,  or,  if  earlier,  the  year  in  which  he  attains 
age  65. 

"(///)  Any  increase  under  this  subsection  which  would  otherwise 
be  applied  to  a  primary  insurance  amount  except  for  the  provisions 
of  subdivision  (II)  of  this  clause,  shall  apply  to  such  primary  insur- 
ance amount  if,  during  any  month  of  the  year  in  which  the  increase 
occurs,  any  individual  is  entitled  to  a  benefit  under  subsection  (d), 
(g),  or  (h)  of  section  202  based  cn  such  primary  insurance  amount, 
and  such  primary  insurance  amount  is  based  upon  the  wages  and  self- 
employment  income  of  a  deceased  individual. 

U(IV)  No  primary  insurance  amount  determined  under  subsection 
(a)  (1)  (C)  (i)  (I)  shall  be  increased  under  this  subsection  for  any  year 
during  which  no  individual  was  entitled  to  any  benefit  based  thereon 
under  section  202  or  223  for  any  month  of  such  year. 

U(V)  In  any  case  in  ivhich  an  increase  under  this  subsection  ivhich 
occurs  during  any  year  applies  to  a  primary  insurance  amount  deter- 
mined under  subsection  (a)  (1)  (C)  (i)  (I) ,  and  such  an  increase  occur- 
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ring  in  a  later  year  does  not  apply  to  such  primary  insurance  amount 
on  account  of  the  provisions  of  this  clause,  any  such  increase  which 
occurs  in  a  later'  year  which  is  applicable  to  such  primary  insurance 
amount  shall  be  based  upon  such  primary  insurance  amount  as  pre- 
viously increased  under  this  subsection. 

"(v)  Notioithstanding  clause  (iv),  no  primary  insurance  amount 
shall  be  less  than  that  provided  under  section  215(a)  (1)  without  re- 
gard to  subparagraph  (C)  (i)  (I)  thereof,  as  subsequently  increased  by 
applicable  increases  under  this  section.". 

(3)  Section  215 (i)  (2)  (D)  of  such  Act  (as  amended  by  section 
103(d)  of  this  Act)  is  further  amended  by  striking  out  all  that  fol- 
loivs  the  first  sentence  and  inserting  in  lieu  thereof  the  following;  "He 
shall  also  publish  in  the  Federal  Register  at  that  time  (i)  a  revision 
of  the  range  of  the  primary  insurance  amounts  which  are  possible 
after  the  application  of  this  subsection  based  on  the  dollar  amount 
specified  in  subparagraph  (C)  (i)  (II)  of  subsection  (a)  (1)  (with  such 
revised  primary  insurance  amounts  constituting  the  increased  amounts 
determined  for  purposes  of  such  subparagraph  (C)  (i)  (II)  under  this 
subsection) ,  or  specified  in  subsection  (a)  (3)  as  in  effect  prior  to  1979, 
and  (ii)  a  revision  of  the  range  of  maximum  family  benefits  which 
correspond  to  such  primary  insurance  amounts  (with  such  maximum 
benefits  being  effective  notioithstanding  section  203(a)  except  for 
paragraph  (3)  (B)  thereof  (or  paragraph  (2)  thereof  as  in  effect  prior 
to  1979)) :\ 

(It)  Section  215,(i)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 

"(4)  This  subsection  as  in  effect  in  December  1978  shall  continue  to 
apply  to  subsections  (a)  and  (d),  as  then  in  effect,  for  purposes  of 
computing  the  primary  insurance  amount  of  an  individual  to  whom 
subsection  (a),  as  in  effect  after  December  1978,  does  not  apply 
(including  an  individual  to  whom  subsection  (a)  does  not  apply  in 
any  year  by  reason  of  paragraph  (4)  (B)  of  that  subsection  (but  the 
application  of  this  subsection  in  such  cases  shall  be  modified  by  the 
application  of  subdivision  (I)  in  the  last  sentence  of  paragraph  (.£)  of 
that  subsection)).  For  purposes  of  computing  primary  insurance 
amounts  and  maximum  family  benefits  (other  than  primary  insurance 
amounts  and  maximum  family  benefits  for  individuals  to  who  such 
paragraph  (4)  (B)  applies) ,  the  Secretary  shall  publish  in  the  Federal 
Register  revisions  of  the  table  of  benefits  contained  in  subsection  (a), 
as  in  effect  in  December  1978,  as  required  by  paragraph  (2)  (D)  of  this 
subsection  as  then  in  effect.". 

MAXIMUM  BENEFITS 

Sec.  202  The  text  of  section  203(a)  of  the  Social  Security  Act  is 
amended  to  read  as  follows : 

"(a)(1)  In  the  case  of  an  individual  whose  primary  insurance 
amount  has  been  computed  or  recomputed  under  section  215(a)  (1) 
or  (4),  or  section  215(d),  as  in  effect  after  December  1978,  the  total 
monthly  benefits  to  ivhich  beneficiaries  may  be  entitled  under  section 
202  or  223  for  a  month  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual  shall,  except  as  provided  by  paragraph  (3) 
(but  prior  to  any  increases  resulting  from  the  application  of  para- 


H.Rept.  95-837  —  3 


18 


graph  (2)  (A)  (ii)  (III)  of  section  215  (i)),  be  reduced  as  necessary 
so  as  not  to  exceed— 

"(A)  ISO  percent  of  such  individuals  primary  insurance 
amount  to  the  extent  that  it  does  not  exceed  the  amount  estab- 
lished with  respect  to  this  subparagraph  by  paragraph  (2), 

U(B)  272  percent  of  such  individuals  primary  insurance 
amount  to  the  extent  that  it  exceeds  the  amount  established  with 
respect  to  subparagraph  (A)  but  does  not  exceed  the  amount 
established  with  respect  to  this  subparagraph  by  paragraph  (2) , 

u(0)  13 If  percent  of  such  individuals  primary  insurance 
amount  to  the  extent  that  it  exceeds  the  amount  established 
with  respect  to  subparagraph  (B)  but  does  not  exceed  the  amount 
established  with  respect  to  this  subparagraph  by  paragraph  (2), 
and 

U(D)  175,  percent  of  such  individual's  primary  insurance 
amount  to  the  extent  that  it  exceeds  the  amount  established  with 
respect  to  subparagraph  (C). 
Any  such  amount  that  is  not  a  multiple  of  $0.10  shall  be  increased  to 
the  next  higher  multiple  of  $0.10. 

"(2)  (A)  For  individuals  who  initially  become  eligible  for  old-age 
or  disability  insurance  benefits,  or  loho  die  (before  becoming  so  eligible 
for  such  benefits),  in  the  calendar  year  1979,  the  amounts  established 
with  respect  to  subparagraphs  (A),  (B),  and  (C)  of  paragraph  (1) 
shall  be  $230,  $332,  and  $1,33,  respectively. 

"(B)  For  individuals  who  initially  become  eligible  for  old-age  or 
disability  insurance  benefits,  or  who  die  (before  becoming  so  eligible 
for  such  benefits) ,  in  any  calendar  year  after  1979*  each  of  the  amounts 
so  established  shall  equal  the  product  of  the  corresponding  amount 
established  for  the  calendar  year  1979  by  subparagraph  (A)  of  this 
paragraph  and  the  quotient  obtained  under  subparagraph  (B)  (ii)  of 
section  215(a)(1),  with  such  product  being  rounded  in  the  manner 
prescribed  by  section  215(a)  (1)  (B)  (Hi). 

U(C)  In  each  calendar  year  after  1978  the  Secretary  shall  publish 
in  the  Federal  Register,  on  or  before  November  1,  the  formula  tvhich 
(except  as  provided  in  section  215 (i)  (2)  (D) )  is  to  be  applicable  under 
this  paragraph  to  individuals  who  become  eligible  for  old-age  or  dis- 
ability insurance  benefits,  or  who  die  (before  becoming  eligible  for 
such  benefits) ,  in  the  following  calendar  year. 

"  (D)  A  year  shall  not  be  counted  as  the  year  of  an  individuals  death 
or  eligibility  for  purposes  of  this  paragraph  or  paragraph  (7)  in  any 
case  where  such  individual  teas  entitled  to  a  disability  insurance  bene- 
fit for  any  of  the  12  months  immediately  preceding  the  month  of  such 
death  or  eligibility  (but  there  shall  be  counted  instead  the  year  of  the 
individuals  eligibility  for  the  disability  insurance  benefits  to  which  he 
was  entitled  during  such  12  months) . 

"(3)  (A)  When  an  individual  who  is  entitled  to  benefits  on  the  basis 
of  the  wages  and  self -employment  income  of  any  insured  individual 
and  to  whom,  this  subsection  applies  would  (but  for  the  provisions  of 
section  202(h)  (2)  (A))  be  entitled  to  child's  insurance  benefits  for  a 
month  on  the  basis  of  the  waqes  and,  self -employment  income  of  one 
or  more  other  insured  individuals,  the  total  monthly  benefits  to  which 
all  beneficiaries  are  entitled  on  the  basis  of  such  wages  and  self -em- 
ployment income  shall  not  be  reduced  under  this  subsection  to  less 
than  the  smaller  of — 
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"(i)  the  sum  of  the  maximum  amounts  of  benefits  payable  on 
the  basis  of  the  wages  and  self -employment  income  of  all  such 
insured  individuals,  or 

u(ii)  an  amount  equal  to  the  product  of  1.75  and  the  primary 
insurance  amount  that  would  be  computed  under  section  215(a) 
(1)  for  that  month  with  respect  to  average  indexed  monthly 
earnings  equal  to  one-twelfth  of  the  contribution  and  benefit  base 
determined  for  that  year  under  section  230. 
"(B)  When  two  or  more  persons  were  entitled  (without  the  appli- 
cation of  section  202 (j)  (1)  and  section  223(b))  to  monthly  benefits 
under  section  202  or  223  for  January  1971  or  any  prior  month  on  the 
basis  of  the  wages  and  self -employment  income  of  such  insured  indi- 
vidual and  the  provisions  of  this  subsection  as  in  effect  for  any  such 
month  were  applicable  in  determining  the  benefit  amount  of  any  per- 
sons on  the  basis  of  such  wages  and  self -employment  income,  the  total 
of  benefits  for  any  month  after  January  1971  shall  not  be  reduced  to 
less  than  the  largest  of — 

u(i)  the  amount  determined  under  this  subsection  without 
regard  to  this  subparagraph, 

11  (u)  the  largest  amount  which  has  been  determined  for  any 
month  under  this  subsection  for  persons  entitled  to  monthly 
benefits  an  the  basis  of  such  insured  individual's  wages  and  self- 
employ  ment  income,  or 

"(Hi)  if  any  person*  are  entitled  to  benefits  on  the  basis  of  such 
wages  and  self -employ ment  income  for  the  month  before  the 
effective  month  (after  September  1972)  of  a  general  benefit  in- 
crease under  this  title  (as  defined  in  section  215 (i)  (3) )  or  a  bene- 
fit increase  under  the  provisions  of  section  215  (i) ,  an  amount  equal 
to  the  sum  of  amounts  derived  by  multiplying  the  benefit  amount 
determined  under  this  title  (excluding  any  part  thereof  deter- 
mined under  section  202 ( w) )  for  the  month  before  such  effective 
month  (including  this  subsection,  but  without  the  application  of 
section  222(b).  section  202  (q),  and  subsections  (b),  (c),  and  (d) 
of  this  section),  for  each  such  person  for  such  month,  by  a  per- 
centage equal  to  the  percentage  of  the  increase  provided  under 
such  benefit  increase  ( with  any  such  increased  amount  which  is 
not  a  multiple  of  S0.10  beino  rounded  to  the  next  higher  multiple 
of  SO. 10); 

but  in  any  such  case  (I)  subparagraph  (A)  of  this  paragraph  shall  not 
be  applied  to  such  total  of  benefits  after  the  application  of  clause  (ii) 
or  (Hi),  and  (II)  if  section  202(h)  (2)  (A)  was  applicable  in  the  case 
of  any  such  benefits  for  a  month,  and  ceases  to  apply  for  a  month  after 
such  month,  the  provisions  of  clause  (ii)  or  (Hi)  shall  be  applied,  for 
and  after  the  month  in  which  section  202(h)  (2)  (A)  ceases  to  apply, 
as  though  subparagraph  (A)  of  this  paragraph  had  not  been  appli- 
cable to  such  total  of  benefits  for  the  last  month  for  which  clause 
(ii)  or  (Hi)  was  applicable. 

U(C)  When  any  of  such  individual  is  entitled  to  monthly  benefits  as 
a  divorced  spouse  under  section  202  (b)  o?1  (c)  or  as  a  surviving 
divorced  spouse  under  section  202  (e)  or  (f)  for  any  month,  the  benefit 
to  which  he  or  she  is  entitled  on  the  basis  of  the  wages  and  self -employ- 
ment income  of  such  insured  individual,  for  such  month  shall  be 
determined  without  regajrd  to  this  subsection,  and  the  benefits  of  all 
other  individuals  who  are  entitled  for  such  month  to  monthly  benefits 


20 


under  section  202  on  the  wages  and  self -employment  income  of  such 
insured  individual  shall  he  determined  as  if  no  such  divorced  spouse 
or  surviving  divorced  spouse  were  entitled  to  benefits  for  such  month. 

u(4)  In  any  case  in  which  benefits  are  reduced  pursuant  to  the  pre- 
ceding provisions  of  this  subsection,  the  reduction  shall  be  made  after 
any  deductions  under  this  section  and  after  any  deductions  under  sec- 
tion 2.22(b).  Whenever  a  reduction  is  made  under  this  subsection  in 
the  total  of  monthly  benefits  to  ichich  individuals  are  entitled  for  any 
month  on  the  basis  of  the  wages  and  self -employment  income  of  an 
insured  individual,  each  such  benefit  other  than  the  old-age  or  dis- 
ability insurance  benefit  shall  be  proportionately  decreased. 
u(5)  Notwithstanding  any  other  provision  of  law,  when — 

"  (A)  two  or  more  persons  are  entitled  to  monthly  benefits  for  a 
particular  month  on  the  basis  of  the  wages  and  self -employment 
income  of  an  insured  individual  and  (for  such  particular  month) 
the  provisions  of  this  subsection  are  applicable  to  such  monthly 
benefits,  and 

"(B)  such  individual's  primary  insurance  amount  is  increased 
for  the  following  month  under  any  provision  of  this  title, 
then  the  total  of  monthly  benefits  for  all  persons  on  the  basis  of  such 
wages  and  self -employment  income  for  such  particular  month,  as 
determined  under  the  provisions  of  this  subsection,  shall  for  purposes 
of  determining  the  total  monthly  benefits  for  all  persons  on  the  basis 
of  such  wages  and  self-employment  income  for  months  subsequent  to 
such  particular  month  be  considered  to  have  been  increased  by  the 
smallest  amount  that  icould  have  been  required  in  order  to  assure  that 
the  total  of  monthly  benefits  payable  on  the  basis  of  such  wages  and 
self-employment  income  for  any  such  subsequent  month  will  not  be 
less  (after  the  application  of  the  other  provisions  of  this  subsection 
and  section  202 (q) )  than  the  total  of  monthly  benefits  (after  the  ap- 
plication of  the  other  provisions  of  this  subsection  and  section  202 
(q) )  payable  on  the  basis  of  such  wages  and  self -employment  income 
for  such  particular  month. 

u(6)  In  the  case  of  any  individual  who  is  entitled  for  any  month 
to  benefits  based  upon  the  primary  insurance  amounts  of  two  or  more 
insured  individuals,  one  or  more  of  tohich  primary  insurance  amounts 
were  determined  under  section  215(a)  or  215(d)  as  in  effect  (without 
regard  to  the  table  contained  therein)  prior  to  January  1979  and  one 
or  more  of  ichich  primary  insurance  amounts  were  determined  under 
section  215(a)  (1)  or  (!{.),  or  section  215(d),  as  in  effect  after  Decem- 
ber 1978,  the  total  benefits  payable  to  that  individual  and  all  other 
individuals  entitled  to  benefits  for  that  month  based  upon  those  pri- 
mary insurance  amounts  shall  be  reduced  to  an  amount  equal  to  the 
product  of  1.75  and  the  primary  insurance  amount  that  ivould  be  com- 
puted under  section  215(a)  (1)  for  that  month  icith  respect  to  average 
indexed  monthly  earnings  equal  to  one-twelfth  of  the  contribution 
and  benefits  base  determined  under  section  230  for  the  year  in  which 
that  month  occurs. 

"(7)  Subject  to  paragraph  (6),  this  subsection  as  in  effect  in  De- 
cember 1978  shall  remain  in  effect  icith  respect  to  a  primary  insurance 
amount  computed  under  section  215  (a)  or  (d),  as  in  effect  (without 
regard  to  the  table  contained  therein)  in  December  1978,  except  that  a 
primary  insurance  amount  so  computed  tvith  respect  to  an  individual 
who  first  becomes  eligible  for  an  old-age  or  disability  insurance  benefit, 
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or  dies  (before  becoming  eligible  for  such  a  benefit),  after  December 
1978.  shall  instead  be  governed  by  this  section  as  in  effect  after  Decem- 
ber 1978". 

IX  CREASE  IN  OLD-AGE  BE  SEE  IT  AMOUNTS  FOR  DELATED  RETIREMENT 

Sec.  203.  Section  202  (w )  (1)  of  Social  Security  Act  is  amended — 

(1)  by  stinking  out  "If  the  first  month"  and  all  that  follows 
down  through  "to  such  individual"  in  the  matter  preceding  sub- 
paragraph (A.)  and  inserting  in  lieu  thereof  "The  amount  of  an 
old-age  insurance  benefit  (other  than  a  benefit  based  on  a  primary 
insurance  amount  determined  under  section  215(a)  (3) )  which  is 
payable  without  regard  to  this  subsection  to  an  individual" ;  and 

(2)  by  inserting  after  "such  amount ,"  in  subparagraph  (A)  the 
following:  "or.  in  the  case  of  an  individual  who  first  becomes  eli- 
gible for  an  old-age  insurance  benefit  after  December  1978,  one- 
quarter  of  1  percent  of  such  amount". 

WIDOW'S  AND  WIDOWER'S  INSURANCE  BENEFITS  IN  CASES  OF 
DELAYED  RETIREMENT 

Sec.  20^.  (a)  Section  202(e)  (2)  (A)  of  the  Social  Security  Act  is 
amended  (1)  by  inserting  "(as  determined  after  application  of  the 
following  sentence)"  after  "primary  insurance  amount",  and  (2)  by 
adding  at  the  end  thereof  the  following  neic  sentence :  "If  such  deceased 
individual  was  (or  upon  application  would  have  been)  entitled  to  an 
old-age  insurance  benefit  which  ivas  increased  (or  subject  to  being  in- 
creased) on  account  of  delayed  retirement  under  the  provisions  of  sub- 
section (w),  then,  for  purposes  of  this  subsection,  such  individuals 
primary  insurance  amount,  if  less  than  the  old-age  insurance  benefit 
(inrrcascrh  where  applicable,  under  section  215(f)  (5)  or  (6)  and 
under  section  215 (i)  as  if  such  individual  were  still  alive  in  the  case 
of  an  individual  icho  has  died)  which  he>  was  receiving  (or  would  upon 
application  have  received)  for  the  month  prior  to  the  month  in  which 
he  died,  shall  be  deemed  to  be  egual  to  such  old-age  insurance  benefit, 
and  (notwithstanding  the  provisions  of  paragraph  (3)  of  such  sub- 
sect ion  (w))  the  number  of  increment  months  shall  include  any  month 
in  the  months  of  the  calendar  year  in  which  he  died,  prior  to  the 
month  in  which  he  died,  which  satisfy  the  conditions  in  paragraph  (2) 
of  such  subsection  (w).n. 

(b)  Section  202(e)  (2)  (B)  (i)  of  such  Act  is  amended  by  inserting 
"rind  section  215(f)  (5)  or  (6)  were  applied,  where  applicable" 
after  "living''-. 

(c)  Section  202(f)  (3)  (A)  of  such  Act  is  amended  (1)  by  inserting 
"(as  determined  after  application  of  the  following  sentence)"  after 
"primary  insurance  amount",  and  (2)  by  adding  at  the  end  thereof  the 
following  netv  sentence:  "If  such  deceased  individual  icas  (or  upon 
application  icould  have  been)  entitled  to  an  old-age  insurance  benefit 
which  teas  increased  (or  subject  to  being  increased)  on  account  of  de- 
layed retirement  under  the  provisions  of  subsection  (w),  then,  for  pur- 
poses of  this  subsection,  such  individuals  primary  insurance  amount, 
if  less  than  the  old-age  insurance  benefit  (increased,  where  applicable, 
under  section  215(f)  (5)  or  (6)  and  under  section  215 (i)  as  if  such 
individual  were  still  alive  in  the  case  of  an  individual  who  has  died) 
ivhich  she  w as  receiving  (or  woudl  upon  application  have  received) 
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for  the  month  prior  to  the  month  in  which  she  died,  shall  he  deemed 
to  he  equal  to  such  old-age  insurance  benefit,  and  (notwithstanding 
the  provisions  of  paragraph  (3)  of  such  subsection  (to) )  the  number 
of  increment  months  shall  include  any  month  in  the  months  of  the 
calendar  year  in  which  she  died,  prior  to  the  month  in  which  she  died, 
which  satisfy  the  conditions  in  paragraph  (2)  of  such  subsection  (w).". 

(d)  Section  202  (/)  (3)  (B)  (i)  of  such  Act  is  amended  hy  insert- 
ing "and  section  215(f)  (5)  or  (6)  were  applied,  where  applicable" 
after  Hiving". 

(e)  Section  203(a)  of  such  Act  (as  amended  by  section  202  of  this 
Act)  is  further  amended  by  adding  at  the  end  thereof  the  following 
new  paragraph  : 

«($)  When— 

U(A)  one  or  more  persons  were  entitled  (without  the  applica- 
tion of  section  202 (j)  (1))  to  monthly  benefits  under  section  202 
for  May  1978  on  the  basis  of  the  wages  and,  self -employment  in- 
come of  an  individual, 

"(B)  the  benefit  of  at  least  one  such  person  for  June  1978 
is  increased  by  reason  of  the  amendments  made  by  section  204  of 
the  Social  Security  Amendments  of  1977 ;  and 

"(C)  the  total  amount  of  benefits  to  which  all  such  persons  are 
entitled  under  such  section  202  are  reduced  under  the  provisions 
of  this  subsection  (or  would  be  so  reduced  except  for  the  first 
sentence  of  section  203(a)  (4)  ) , 
then  the  amount  of  the  benefit  to  which  each  such  person  is  entitled 
for  months  after  May  1978  shall  be  increased  (after  such  reduc- 
tions are  made  under  this  subsection)  to  the  amount  such  benefits 
would  have  been  if  the  benefit  of  the  person  or  persons  referred  to  in 
subparagraph  (B)  had  not  been  so  increased.". 

CONFORMING  AMENDMENTS 

Sec.  205.  (a)  Section  202(m)(l)  of  the  Social  Security  Act  is 
amended  to  read  as  follows : 

"(1)  In  any  case  in  which  an  individual  is  entitled  to  a  monthly 
benefit  under  this  section  on  the  basis  of  a  primary  insurance  amount 
computed  under  section  215  (a)  or  (d),  as  in  effect  after  December 
.1978,  on  the  ba^is  of  the  wages  and  self-employment  income  of  a 
decreased  individual  for  any  month  and  no  other  person  is  (without 
the  application  of  subsection  (j)  (1))  entitled  to  a  monthly  benefit 
under  this  section  for  that  month  on  the  basis  of  such  wages  and 
self -employment  income,  the  individuaVs  benefit  amount  for  that 
month,  prior  to  reduction  under  subsection  (k)  (3),  shall  not  be  less 
than  that  provided  by  subparagraph  (C)  (i)  (I)  of  section  215(a)  (1) 
and  increased  under  section  215  (i)  for  months  after  May  of  the  year 
in  which  the  insured  individual  died  as  though  such  benefit  were  a 
primary  insurance  amount". 

(b)  Section  202 (w)  of  such  Act  (as  amended  by  section  203  of  this 
Act)  is  further  amended — 

(1)  by  inserting  after  "section  215(a)  (3)"  in  paragraph  (1) 
(in  the  matter  preceding  subparagraph  (A))  the  following:  uas 
in  effect  in  December  1978  or  section  215(a)  (1)  (C)  (i)  (II)  as  in 
effect  thereafter" ; 
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(2)  by  inserting  uas  in  effect  in  December  1978,  or  section  215 
(a)  (1)  (C)  (i)  (II)  as  in  effect  thereafter"  after  "paragraph  (3) 
of  section  215(a)  "  in  paragraph  (5)  ;  and 

(3)  by  inserting  "  ( ichether  before,  in,  or  after  December  1978) " 
after  "determined  under  section  215(a)"  in  paragraph  (5). 

(c)  Section  217(b)  (1)  of  such  Act  is  amended  by  inserting  "as  in 
effect  in  December  1978"  after  "section  215(c)"  each  place  it  appears, 
and  after  "section  215(d) ". 

(d)  Section  224(a)  of  such  Act  is  amended  by  inserting  "(deter- 
mined under  section  215(b)  as  in  effect  prior  to  January  1979) "  after 
"(A)  the  average  monthly  wage"  in  the  sentence  immediately  follow- 
ing paragraph  (8). 

(e)  Section  1839(c)  (3)  (B)  of  such  Act  is  amended  to  read  as 
foil  oio  s : 

"(B)  the  monthly  premium  rate  most  recently  promulgated  by 
the  Secretary  under  this  paragraph,  increased  by  a  percentage 
determined  as  folloivs:  The  Secretary  shall  ascertain  the  primary 
insurance  amount  computed  under  section  215(a)  (1),  based  upon 
average  indexed  monthly  earnings  of  $900,  that  applied  to  indi- 
viduals who  became  eligible  for  and  entitled  to  old-age  insurance 
benefits  on  May  1  of  the  year  of  the  promulgation.  He  shall 
increase  the  monthly  premium  rate  by  the  same  percentage  by 
which  that  primary  insurance  amount  is  increased  when,  by  reason 
of  the  law  in  effect  at  the  time  the  promulgation  is  made,  it  is  so 
computed  to  apply  to  those  individuals  on  the  following  May  1". 

EFFECTIVE  DATE 

Sec.  206.  The  amendments  made  by  the  provisions  of  this  title  other 
than  sections  201  (cl) ,  20^,  and  205(a)  shall  be  effective  ivith  respect  to 
monthly  benefits  under  title  II  of  the  Social  Security  Act  payable  for 
months  after  December  1978  and  with  respect  to  lump-sum  death  pay- 
ments with  respect  to  deaths  occurring  after  such  month.  The  amend- 
ments made  by  section  201  (d)  shall  be  effective  with  respect  to  monthly 
benefits  of  an  individual  ivho  becomes  eligible  for  an  old-age  or  dis- 
ability insurance  benefit,  or  dies,  after  December  1977.  The  amend- 
ments made  by  section  20^  shall  be  effective  with  respect  to  monthly 
benefits  for  months  after  May  1978.  The  amendment  made  by  section 
205(a)  shall  be  effective  loith  respect  to  monthly  benefits  payable  for 
months  after  December  1978  based  on  the  wages  and  self -employment 
income  of  individuals  who  die  after  December  1978. 

TITLE  III— OTHER  CHANGES  IN  PROVISIONS  RELATING 
TO  THE  OLD-AGE,  SURVIVORS,  AND  DISABILITY  IN- 
SURANCE PROGRAM 

Part  A — Changes  in  Earnings  Test 

LIBERALIZATION  OF  EARNINGS  TEST  FOR  INDIVIDUALS  AGE  65  AND  OVER 

Sec.  301.  (a)  Section  208(f)  (8)  (A)  of  the  Social  Security  Act  is 
amended  by  striking  out  ua  new  exempt  amount  ivhich  shall  be  effective 
(unless  such  new  exempt  amount  is  prevented  from  becoming  effective 
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by  subparagraph  (C)  of  this  paragraph)  with  respect  to  any  individ- 
ual's taxable  year  which  ends  after  the  calendar  year"  and  inserting 
in  lieu  thereof  uthe  new  exempt  amounts  {separately  stated  for  indi- 
viduals described  in  subparagraph  (D)  and  for  other  individuals) 
which  are  to  be  applicable  (unless  prevented  from  becoming  effective 
by  subparagraph  (0))  with  respect  to  taxable  years  ending  in  (or 
with  the  close  of)  the  calendar  year  after  the  calendar  year". 

(b)  (1)  Section  203(f)  (8)  (B)  of  such  Act  is  amended  by  striking 
out  "The  exempt  amount  for  each  month  of  a  particular  taxable  year 
shall  be"  in  the  matter  preceding  clause  (i)  and  inserting  in  lieu  there- 
of "Except  as  otherwise  provided  in  subparagraph  (D),  the  exempt 
amount  which  is  applicable  to  individuals  described  in  such  subpara- 
graph and  the  exempt  amount  which  is  applicable  to  other  individ- 
uals, for  each  month  of  a  particular  taxable  year,  shall  each  be". 

(2)  Section  203(f)  (8)  (B)  (i)  of  such  Act  is  amended  by  striking 
out  "the  exempt  amount"  and  inserting  in  lieu  thereof  "the  corre- 
sponding exempt  amount". 

(3)  The  last  sentence  of  section  203(f)(8)(B)  of  such  Act  is 
amended  by  striking  out  "the  exempt  amount"  and  inserting  in  lieu 
thereof  "an  exempt  amount". 

(c)  (1)  Section  203(f)  (8)  of  such  Act  is  further  amended  by  add- 
ing at  the  end  thereof  the  following  new  subparagraph: 

"(D)  Notwithstanding  any  other  provision  of  this  subsection, 
the  exempt  amount  which  is  applicable  to  an  individual  who  has 
attained  age  65  before  the  close  of  the  taxable  year  involved — 
"(i)  shall  be  $333 33V*  for  each  month  of  any  taxable  year 
ending  after  1977  and  be  fore  1979, 

"(ii)  shall  be  $375  for  each  month  of  any  taxable  year 
ending  after  1978  and  before  1980, 

"  (Hi)  shall  be  $^16.662/z  for  each  month  of  any  taxable  year 
ending  after  1979  and  before  1981, 

"  (iv)  shall  be  $458J3ty.  for  each  month  of  any  taxable  year 
ending  after  1980  and  before  1982,  and 

"  (v)  shall  be  $500  for  each  month  of  any  taxable  year  end- 
ing after  1981  and  before  1983.". 
(2)  No  notification  with  respect  to  an  increased,  exempt  amount  for 
individuals  described  in  section  203(f)  (8)  (D)  of  the  Social  Security 
Act  (as  added  by  paragraph  (1)  of  this  subsection)  shall  be  required 
under  the  last  sentence  of  section  203(  f)  (8)(B)  of  such  Act  in  1977, 
1978,  1979,  1980,  or  1981;  and  section  203(f)  (8)  (C)  of  svrh  Act  shall 
not  prevent  the  new  exempt  amount  determined  and  published  under 
section  203(f)  (8)  (A)  in  1977  from  becoming  effective  to  the  extent 
that  such  new  exempt  ammint  applies  to  individuals  other  than  those 
described  in  section  203 ( f)  (8)  (D)  of  such  Act  (as  so  added). 

(a])  S^hsections  (f)(1),  (f)(3),  (f)(>.)(B).  and  (h)(7)(A)  of 
section  203  of  such  Act  are  each  amended  by  striking  out  "$200  or  the 
exempt  amount"  and  inserting  in  lieu  thereof  "the  applicable  exempt 
amount?''. 

(e)  The  amendments  made  by  this  section  shall  apply  icith  respect 
to  taxable  years  ending  after  Decemher  197n} 
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REPEAL  OF  EARNINGS  LIMITATION  FOR  INDIVIDUALS  AGE  70  AND  OVER 

Sec.  302.  (a)  Subsections  (c)(7),  (d)  (1),  (/)  (I)  (B),  and  (j)  of 
section  203  of  the  Social  Security  Act  are  each  amended  by  striking 
out  "seventy -two"  and  inserting  in  lieu  thereof  "seventy". 

(b)  Subsection  (/)  (3)  of  sectian  203  of  such  Act  is  amended  by 
striking  out  "age  72''  and  inserting  in  lieu  thereof  "age  70". 

(c)  Subsection  (h)  (1)  (A)  of  section  203  of  such  Act  is  amended  by 
striking  out  "the  age  of  72"  and  "age  72"  and  inserting  in  lieu  thereof 
in  each  instance  "age  70". 

(d)  The  heading  of  subsection  (j)  of  section  203  of  such  Act  is 
amended  by  striking  out  "Seventy-two"  and  inserting  in  lieu  thereof 
"Seventy". 

(e)  The  amendments  made  by  this  section  shall  apply  only  with 
respect  to  taxable  years  ending  after  December  31.  1981. 

ELIMINATION  OF  MONTHLY  EARNINGS  TEST 

Sec.  303.  {a)  Clause  (E)  of  the  last  sentence  of  section  203(f)  (1) 
of  the  Social  Security  Act  (as  amended  by  section  301  (d)  of  this  Act) 
is  further  amended  by  inserting  before  the  period  at  the  end  thereof 
the  following :  ",  if  such  month  is  in  the  taxable  year  in  which  occurs 
the  first  month  that  is  both  (i)  a  month  for  which  the  individual  is 
entitled  to  benefits  under  subsection  (a),  (b),  (c),  (d) ,  (e),  (/),  (g), 
or  (h)  of  section  202  (icithout  having  been  entitled  for  the  preceding 
month  to  a  benefit  under  any  other  of  such  subsections)^  and  (ii)  a 
month  in  which  the  individual  did  not  engage  in  self -employment  and 
did  not  render  services  for  wages  (defe?vnined  as  provided  in  para- 
graph (5) )  of  more  than  the  applicable  exempt  amount  as  deter- 
mined under  paragraph  (8) ". 

(b)  The  amendment  made  by  subsection  (a)  shall  apply  only  with 
respect  to  monthly  benefits  payable  for  months  after  December  1977. 

Part  B — Coverage 

STUDY  OF  UNIVERSAL  COVERAGE 

Sec.  311.  (a)  The  Secretary  of  Health,  Education,  and  Welfare  is 
directed  to  undertake,  as  soon  as  possible  after  the  date  of  the  enact- 
ment of  this  Act,  a  thorough  study  with  respect  to  the  extent  of  the  cov- 
erage under  the  old-age,  survivors,  and  disability  insurance  programs 
and  under  the  programs  established  by  title  XVIII  of  the  Social  Secu- 
rity Act.  The  study  shall  examine  the  feasibility  and  desirability  of 
covering,  under  such  social  secuAty  programs,  Federal  employees, 
State  and  local  governmental  employees,  and  employees  of  non-profit 
organizations  who  are  not  now  covered.  The  study  shall  include  alter- 
native methods  of  accomplishing  such  coverage  together  with  any 
appropriate  alternatives  to  extending  coverage  to  such  employees. 

(b)  With  respect  to  each  ?najor  alternative  method  or  proposal  in- 
cluded in  the  study  described  in  subsection  (a),  such  study  shall  also 
include  an  analysis  of  the  changes  which  would  be  required  in  the  pro- 
grams established  by  the  Social  Security  Act  and  in  any  other  systems 
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or  programs  {such  as  retirement,  survivorship,  disability,  and  health 
programs )  affecting  the  individuals  who  would  be  covered  under  such 
social  security  programs  under  such  alternative  method  or  proposal. 
Such  analysis  shall  include  the  structural  changes  required  in  such 
programs,  the  financial  impact  of  such  changes,  and  the  effect  of  such 
changes  on  the  benefit  rights  and  contribution  liabilities  of  the  af- 
fected individuals. 

(c)  In  conducting  the  study  required  by  subsection  (a),  the  Secre- 
tary of  Health,  Education,  and  Welfare  shall  consult,  as  appropriate, 
with  the  Secretary  of  the  Treasury,  the  Director  of  the  Office  of 
Management  and  Budget,  and  the  Chairman  of  Civil  Service  Com- 
mission, and  those  officials  shall  provide  him  with  such  information 
and  assistance  as  he  may  require.  The  Secretary  shall  also  solicit  the 
views  of  other  appropriate  officials  and  organizations. 

(d)  The  Secretary  of  Health,  Education,  and  Welfare  shall  submit 
to  the  President  and  the  Congress,  not  later  than  2  years  after  the  date 
of  the  enactment  of  this  Act,  a  report  of  the  findings  of  the  study  re- 
quired by  subsection  (a)  together  with  his  recommendations  for  any 
appropriate  legislative  changes. 

COVERAGE  OF  NONPROFIT  ORGANIZATIONS  WHICH  FAILED  TO  FILE  WAIVER 

CERTIFICATES 

Sec.  312.  (a)  (1)  Section  3121  (k)  (5)  of  the  Internal  Revenue  Code 
of  195 If  (relating  to  constructive  filing  of  certificate  where  refund  or 
credit  has  been  made  and  new  certificate  is  not  filed)  is  amended — 

(A)  by  striking  out  "prior  to  the  expiration  of  180  days  after 
the  date  of  the  enactment  of  this  paragraph,"  in  subparagraph 
(B)  and  inserting  in  lieu  thereof  "prior  to  April  1,  1978," ;  and 

(B)  by  striking  out  ilthe  181st  day  after  the  date  of  the  enact- 
ment of  this  paragraph"  and  "such  181st  day"  in  the  matter 
following  subparagraph  (B)  and  inserting  in  lieu  thereof  in 
each  instance  "April  1, 1978". 

(2)  Section  3121  (k)  (7)  of  such  Code  (relating  to  payment  of  both 
employee  and  employer  taxes  for  retroactive  period  by  organization 
in  cases  of  constructive  filing)  is  amended — 

(A)  by  striking  out  "prior  to  the  expiration  of  180  days  after 
the  date  of  the  enactment  of  this  paragraph"  and  inserting  in  lieu 
thereof  "prior  to  April  1, 1978," ; 

(B)  by  striking  out  "the  181st  day  after  such  date,"  and  in- 
serting in  lieu  thereof  "April  1, 1978," ;  and 

(C)  by  striking  out  "prior  to  the  first  day  of  the  calendar 
quarter  in  ivhich  such  181st  day  occurs"  and  inserting  in  lieu 
thereof  "prior  to  that  date". 

(3)  Section  3121  (k)  (8)  of  such  Code  (relating  to  extended  period 
for  payment  of  taxes  for  retroactive  coverage)  is  amended — 

(A)  by  striking  out  "by  the  end  of  the  180-day  period  follow- 
ing the  date  of  the  enactment  of  this  paragraph"  and  inserting 
in  lieu  thereof  "prior  to  April  1, 1978" ; 

(B)  by  striking  out  "within  that  period"  and  inserting  in  lieu 
thereof  "prior  to  April  1, 1978" ;  and 

(C)  by  striking  out  "on  the  181st  day  folloioing  that  date" 
and  inserting  in  lieu  thereof  "on  that  date". 
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(b)  (1)  Section  3121(h)  (4)  of  such  Code  (relating  to  constructive 
fling  of  certificate  where  no  refund  or  credit  of  taxes  has  been  made) 
is  amended  by  adding  at  the  end  thereof  the  following  new  sub- 
paragraph : 

"(C)  In  the  case  of  any  organization  which  is  deemed  under 
this  paragraph  to  have  filed  a  valid  waiver  certificate  under 
paragraph  (l),if — 

u(i)  the  period  with  respect  to  which  the  taxes  im- 
posed by  sections  3101  and  Sill  were  paid  by  such  organi- 
zation (as  described  in  subparagraph  (A)(ii))  termi- 
nated prior  to  October  1, 1976,  or 

"(ii)  the  taxes  imposed  by  sections  3101  and  3111  were 
not  paid  during  the  period  referred  to  in  clause  (i) 
(tvhether  such  period  has  terminated  or  not)  with  re- 
spect to  remuneration  paid  by  such  organization  to  in- 
dividuals icho  became  its  employees  after  the  close  of  the 
calendar  quarter  in  which  such  period  began, 
taxes  under  sections  3101  and  3111 — 

"  (Hi)  in  the  case  of  an  organization  which  meets  the 
requirements  of  this  subparagraph  by  reason  of  clause 

(i)  ,  icith  respect  to  remuneration  paid  by  such  organiza- 
tion after  the  termination  of  the  period  referred  to  in 
clause  (i)  and  prior  to  July  1,  1977 ;  or 

"(iv)  in  the  case  of  an  organization  which  meets  the 
requirements  of  this  subparagraph  by  reason  of  clause 

(ii)  ,  with  respect  to  remuneration  paid  prior  to  Jidy  1, 
1977,  to  individuals  who  became  its  employees  after  the 
close  of  the  calendar  quarter  in  which  the  period  referred 
to  in  clause  (i)  began, 

which  remain  unpaid  on  the  date  of  the  enactment  of  this 
subparagraph,  or  tvhich  were  paid  after  October  19, 1976,  but 
prior  to  the  date  of  the  enactment  of  this  subparagraph,  shall 
not  be  due  or  payable  (or,  if  paid,  shall  be  refunded) ;  and 
the  certificate  ichich  such  organization  is  deemed  under  this 
paragraph  to  have  filed  shall  not  apply  to  any  service  with 
respect  to  the  remuneration  for  ichich  the  taxes  imposed  by 
sections  3101  and  3111  (ichich  remain  unpaid  on  the  date  of 
the  enactment  of  this  subparagraph,  or  were  paid  after  Oc- 
tober 19,  1976,  but  prior  to  the  date  of  the  enactment  of  this 
subparagraph)  are  not  due  and  payable  (or  are  refunded) 
by  reason  of  the  preceding  provisions  of  this  subparagraph. 
In  applying  this  subparagraph  for  purposes  of  title  II  of  the 
Social  Security  Act,  the  period  during  which  reports  of  wages 
subject  to  the  taxes  imposed  by  section  3101  and  3111  were 
made  by  any  organization  may  be  conclusively  treated  as  the 
period  (described  in  subparagraph  (A)  (ii))  during  which 
the  taxes  imposed  by  such  sections  were  paid  by  such  or- 
ganization". 

(2)  Section  3121  (k)  (4)  (A)  of  such  Code  is  amended  by  inserting 
"(subject  to  subparagraph  (C))"  after  "effective"  in  the  matter  fol- 
lowing clause  (ii). 

(3)  Section  3121(h)(6)  of  such  Code  (relating  to  application  of 
certain  provisions  to  cases  of  constructive  filing)  is  amended  by  insert- 
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ing  ""(except  as  provided  in  paragraph  (4)  (0))"  after  "services  in- 
volved" in  the  matter  preceding  subparagraph  (A). 

(4)  Section  3121  (k)  (4)  of  such  Code  is  amended  by  striking  out 
"date"  in  subparagraph  (B)(ii)  and  inserting  in  lieu  thereof  "first 
day  of  the  calendar  quarter". 

(c)  In  any  case  where — 

(1)  an  individual  performed  service,  as  an  employee  of  an  or- 
ganization ivhich  is  deemed  under  section  3121 (k)  (4)  of  the  In- 
ternal Revenue  Code  of  1954  to  have  filed  a  waiver  certificate  un- 
der section  3121  (k)  (1)  of  such  Code,  on  or  after  the  first  day  of 
the  applicable  period  described  in  subparagraph  (A)  (ii)  of  such 
section  3121 (k)  (4)  and  before  July  1,  1977 ;  and 

(2)  the  service  so  performed  does  not  constitute  employment  (as 
defined  in  section  210(a)  of  the  Social  Security  Act  and  section 
3121(b)  of  such  Code)  because  the  waiver  certificate  which  the 
organization  is  deemed  to  have  filed  is  made  inapplicable  to  such 
service  by  section  3121  (k)  (4)  (C)  of  such  Code,  but  would  con- 
stitute employment  (as  so  defined)  in  the  absence  of  such  section 

the  remuneration  paid  for  such  service  shall,  upon  the  request  of  such 
individual  (filed  on  or  before  April  15, 1980,  in  such  manner  and  form, 
and  with  such  official,  as  may  be  prescribed  by  regulations  made  under 
title  II  of  the  Social  Security  Act)  accompanied  by  full  payment  of 
all  of  the  taxes  ivhich  tvould  have  been  paid  under  section  3101  of  such 
Code  ivith  respect  to  such  remuneration  but  for  such  section  3121  (k) 
(4)  (C)  (or  by  satisfactory  evidence  that  appropriate  arrangements 
have  been  made  for  the  payment  of  such  taxes  in  installments  as  pro- 
vided in  section  3121  (k)  (8)  of  such  Code),  be  deemed  to  constitute 
remuneration  for  employment  as  so  defined.  In  any  case  where  re- 
muneration paid  by  an  organization  to  an  individual  is  deemed  under 
the  preceding  sentence  to  constitute  remuneration  for  employment, 
such  organization  shall  be  liable  (notwithstanding  any  other  provi- 
sion of  such  Code)  for  payment  of  the  taxes  which  it  would  have  been 
required  to  pay  under  section  3111  of  such  Code  with  respect  to  such 
remuneration  in  the  absence  of  such  section  3121  (k)  (4)  (C). 

(d)  Section  3121  (k)  (8)  of  the  Internal  Revenue  Code  of 1954  (relat- 
ing to  extended  period  for  payment  of  taxes  for  retroactive  coverage) , 
as  amended  by  subsection  (a)(3)  of  this  section,  is  amended  to  read 
as  follows: 

"(8)  Extended  period  for  payment  of  taxes  for  retroactive 
coverage.— Notwithstanding  any  other  provision  of  this  title,  in 
any  case  where — 

"(A)  an  organization  is  deemed  under  paragraph  (4)  to 
have  filed  a  valid  waiver  certificate  under  paragraph  (1), 
but  the  applicable  period  described  in  paragraph  (4)  (A)  (ii) 
has  terminated  and  part  or  all  of  the  taxes  imposed  by  sec- 
tions 3101  and  3111  with  respect  to  remuneration  paid  by 
such  organization  to  its  employees  after  the  close  of  such  pe- 
riod remains  payable  notwithstanding  paragraph (4)  (C),  or 
"(B)  an  organization  described  in  paragraph  (5)  (A)  files 
a  valid  waiver  certificate  under  paragraph  (1)  by  March  31, 
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1978,  as  described  in  paragraph  (5)  (B),  or  (not  having  filed 
such  a  certificate  by  that  date)  is  deemed  under  paragraph 
(5)  to  have  filed  such  a  certificate  on  April  1,  1978,  or 

"(C)  an  individual  files  a  request  under  section  3  of  Public 
Laio  91^-563,  or  under  section  312(c)  of  the  Social  Security 
Amendments  of  1977,  to  have  service  treated  as  constituting 
remuneration  for  employment  (as  defined  in  section  3121(b) 
and  in  section  210(a)  of  the  Social  Security  Act), 
the  taxes  due  under  sections  3101  and  3111  with  respect  to  services 
constituting  employment  by  reason  of  such  certificate  for  any 
period  prior  to  the  first  day  of  the  calendar  quarter  in  which  the 
date  of  such  filing  or  constructive  filing  occurs,  or  with  respect 
to  service  constituting  employment  by  reason  of  such  request,  may 
be  paid  in  imstallments  over  an  appropriate  period  of  time,  as 
determined  under  regulations  prescribed  by  the  Secretary,  rather 
than  in  a  lump  sum.". 

(e)  The  first  sentence  of  section  3  of  Public  Law  9Jf-S63  (in  the  mat- 
ter following  paragraph  (3))  is  amended — 

(1)  by  inserting  "on  or  before  April  15, 1980"  after  "filed";  and 

(2)  by  inserting  "(or  by  satisfactory  evidence  that  appropriate 
arrangements  have  been  made  for  the  repayment  of  such  taxes  in 
{installments  as  provided  in  section  3121(h)(8)  of  such  Code)" 
after  "so  refunded  or  credited". 

(f)  Section  3121(h)  (4)  (A)  (i)  of  the  Internal  Revenue  Code  of 
19o4-t  (relating  to  constructive  filing  of  certificate  where  no  refund  or 
credit  of  taxes  has  been  made)  is  amended  by  strihing  out  "or  any 
subsequent  date"  and  inserting  in  lieu  thereof  "(or,  if  later,  as  of  the 
earliest  date  on  ichich  it  satisfies  clause  (ii)  of  this  subparagraph.) ". 

(g)  Section  3121(h)  (4)  (B)  of  such  Code  (relating  to  constructive 
filing  of  certificate  where  no  refund  or  credit  of  taxes  has  been  made)  is 
amended — 

(1)  by  strihing  out  the  period  at  the  end  of  clause  (ii)  and  in- 
serting in  lieu  thereof  ",  or" ;  and 

(2)  by  adding  after  clause  (ii)  the  folloioing  new  clause : 

"(Hi)  the  organization,  prior  to  the  end  of  the  period 
referred  to  in  clause  (ii)  of  such  subparagraph  (and,  in 
the  case  of  an  organization  organized  on  or  before  Oc- 
tober 9, 1969,  prior  to  October  19, 1976) ,  had  applied  for  a 
ruling  or  determination  letter  achnoivledging  it  to  be  ex- 
empt from  income  tax  under  section  501(c)  (3),  and  it 
subsequently  received  such  ruling  or  determination  letter 
and  did  not  pay  any  taxes  under  sections  3101  and  3111 
with  respect  to  any  employee  with  respect  to  any  quarter 
ending  after  the  twelfth  month  following  the  date  of 
mailing  of  such  ruling  or  determination  letter  and  did 
not  pay  any  such  taxes  ivith  respect  to  any  quarter  be- 
ginning after  the  later  of  (I)  December  31, 1975  or  (II) 
the  date  on  which  such  ruling  or  determination  letter  was 
issued.". 

(h)  The  amendments  made  by  subsections  (a),  (b),  (d),  (e),  (f), 
and  (g)  of  this  section  shall  be  effective  as  though  they  had  been  in- 
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eluded  as  a  part  of  the  amendments  made  to  section  3121(h)  of  the 
Internal  Revenue  Code  of  195J+  by  the  first  section  of  Public  Law  9%.- 
563  (or,  in  the  case  of  the  amendments  made  by  subsection  (e),  as  a 
part  of  section  3  of  such  Public  Law ) . 

EXCLUSION  FROM  COVERAGE  OF  CERTAIN  LIMITED  PARTNERSHIP  INCOME 

Sec.  313.  (a)  Section  211  (a)  of  the  Social  Security  Act  is  amended — 

(1 )  by  striking  out  "and"  at  the  end  of  paragraph  (9) ; 

(2)  by  striking  out  the  period  at  the  end  of  paragraph  (10)  and 
inserting  in  lieu  thereof  "/  and" ;  and 

(3)  by  inserting  after  paragraph  (10)  the  following  new 
paragraph : 

"(11)  There  shall  be  excluded  the  distributive  share  of  any  item 
of  income  or  loss  of  a  limited  partner,  as  such,  other  than  guar- 
anteed payments  described  in  section  707(c)  of  the  Internal 
Revenue  Code  of  195 to  that  partner  for  services  actually  rend- 
ered to  or  on  behalf  of  the  partnership  to  the  extent  that  those 
payments  are  established  to  be  in  the  nature  of  remuneration  for 
those  services.". 

(b)  Section  1402(a)  of  the  Internal  Revenue  Code  of  195k  (relating 
to  definition  of  net  earnings  from  self -employment)  is  amended — 

(1)  by  striking  out  "and"  at  the  end  of  paragraph  (10) ; 

(2)  by  striking  out  the  period  at  the  end  of  paragraph  (11)  and 
inserting  in  lieu  thereof  "/  and" ;  and 

(3)  by  inserting  after  paragraph  (11)  the  following  new 
paragraph : 

"(12)  there  shall  be  excluded  the  distributive  share  of  any  item 
of  income  or  loss  of  a  limited  partner,  as  such,  other  than  guar- 
anteed payments  described  in  section  707(c)  to  that  partner  for 
services  actually  rendered  to  or  on  behalf  of  the  partnership  to 
the  extent  that  those  payments  are  established  to  be  in  the  nature 
of  remuneration  for  those  services". 

(c)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  taxable  years  beginning  after  December  31, 1977. 

EMPLOYEES  OF  MEMBERS  OF  RELATED  GROUPS  OF  CORPORATIONS 

Sec.  311^.  (a)  Section  3121  of  the  Internal  Revenue  Code  of  195 '4 
(definitions  for  purposes  of  the  Federal  Insurance  Contributions  Act) 
is  amended  by  adding  at  the  end  thereof  the  following  new  subsection: 

"(s)  Concurrent  Employment  by  Two  or  More  Employers. — For 
purposes  of  sections  3102.  3111,  and  3121(a)  (l),if  two  or  more  related 
corporations  concurrently  employ  the  same  individual  and  compen- 
sate such  individual  through  a  common  paymaster  which  is  one  of  such 
corporations,  each  such  corporation  shall  be  considered  to  have  paid 
as  remuneration  to  such  individual  only  the  amounts  actually  dis- 
bursed by  it  to  such  individual  and  shall  not  be  considered  to  have 
paid  as  remuneration  to  such  individual  amounts  actually  disbursed 
to  such  individual  by  another  of  such  corporations.". 

(b)  Section  3308  of  such  Code  (relating  to  definitions  in  respect  of 
unemployment  tax)  is  amended  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 
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"(p)  Concurrent  Employment  by  Two  or  More  Employers. — Eor 
purposes  of  sections  SS01.  3302.  and  3306(h)  (1) ,  if  two  or  more  related 
corporations  concurrently  employ  the  same  individual  and  compensate 
such  individual  through  a  common  paymaster  which  is  one  of  such 
corporations,  each  such  corporation  shall  he  considered  to  have  paid  as 
remuneration  to  such  individual  only  the  amounts  actually  disbursed 
hy  it  to  such  individual  and  shall  not  he  considered  to  have  paid  as  re- 
muneration to  such  individual  amounts  actually  disbursed  to  such  in- 
dividual hy  another  of  such  corporations. ,". 

(c)  The  amendments  made  hy  this  section  shall  apply  icith  respect 
to  wages  paid  after  December  31, 1978. 

TAX  OX  EMPLOYERS  OF  INDIVIDUALS  WHO  RECEIVE  INCOME  FROM  TIPS 

Sec.  315.  (a)  Section  3121  of  the  Internal  Revenue  Code  of  1954 
(definitions  for  purposes  of  the  Federal  Insurance  Contributions  Act) 
is  amended  hy  adding  at  the  end  thereof  {after  the  neic  subsection 
added  hy  section  314(a)  of  this  Act)  the  following  new  subsection: 

"(t)  Special  Rule  for  Determixixg  Wages  Subject  to  Employer 
Tax  in  Case  of  Certain  Employers  Whose  Employees  Receive  Income 
From  Tips. — //  the  wages  paid  by  an  employer  with  respect  to  the 
employment  during  any  month  of  an  individual  who  (for  services 
performed  in  connection  with  such  employment)  receives  tips  which 
constitute  wages,  and  to  which  section  3102(a)  applies,  are  less  than 
the  total  amount  which  would  be  payable  (with  respect  to  such  em- 
ployment) at  the  minimum  wage  rate  applicable  to  such  individual 
under  section  6(a)  (1)  of  the  Fair  Labor  Standards  Act  of  1938  (de- 
termined without  regard  to  section  3(m)  of  such  Act),  the  icages  so 
paid  shall  be  deemed  for  purposes  of  section  3111  to  be  equal  to  such 
total  amount". 

(b)  Section  3111  of  such  Code  is  amended  by  inserting  ^and  (t)" 
after  "3121  (a)"  in  subsections  (a)  and  (b). 

(c)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  icages  paid  with  respect  to  employment  performed  in  months  after 
December  1977. 

revocation  of  exemption  from  coverage  by  clergymen 

Sec  316.  (a)  Notwithstanding  section  1402(e)(3)  of  the  Internal 
Revenue  Code  of  1954,  anV  exemption  which  has  been  received  under 
section  lli02(e)  (1)  of  such  Code  by  a  duly  ordained,  commissioned,  or 
licensed  minister  of  a  church  or  a  Christian  Science  practitioner,  and 
which  is  effective  for  the  taxable  year  in  which  this  Act  is  enacted, 
may  be  revoked  by  filing  an  application  therefor  (in  such  form  and 
manner,  and  with  sueh  official,  as  may  be  prescribed  in  regulations 
made  under  chapter  2  of  such  Code),  if  such  application  is  filed — 

(1)  before  the  applicant  becomes  entitled  to  benefits  under  sec- 
tion 202(a)  or  223  of  the  Social  Security  Act  {without  regard  to 
section202(j)  (1)  or  223(b)  of  such  Act),  and 

(2)  no  later  than  the  due  date  of  the  Federal  income  tax  return 
(including  any  extension  thereof)  for  the  applicants  first  taxable 
year  beginning  after  the  date  of  the  enactment  of  this  Act. 
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Any  such  revocation  shall  be  effective  (for  purposes  of  chapter  2  of 
the  Internal  Revenue  Code  of  1954  and  title  II  of  the  Social  Security 
Act),  as  specified  in  the  application,  either  with  respect  to  the  appli- 
cants first  taxable  year  ending  on  or  after  the  date  of  the  enactment 
of  this  Act  or  with  respect  to  the  applicants  first  taxable  year  begin- 
ning after  such  date,  and  for  all  succeeding  taxable  years;  and  the 
applicant  for  any  such  revocation  may  not  thereafter  again  file  appli- 
cation for  an  exemption  under  such  section  1402(e)  (1).  If  the  appli- 
cation is  filed  on  or  after  the  due  date  of  the  applicants  first  taxable 
year  ending  on  or  after  the  date  of  the  enactment  of  this  Act  and  is 
effective  with  respect  to  that  taxable  year,  it  shall  include  or  be  accom- 
panied by  payment  in  full  of  an  amount  equal  to  the  total  of  the  taxes 
that  would  have  been  imposed  by  section  14-01  of  the  Internal  Revenue 
Code  of  1954  with  respect  to  all  of  the  applicants  income  derived  in 
that  taxable  year  which  would  have  constituted  net  earnings  from 
self -employment  for  purposes  of  chapter  2  of  such  Code  (notwith- 
standing section  1402(c)  (4)  or  (c)  (5)  of  such  Code)  except  for  the 
exemption  under  section  1402(e)  (1 )  of  such  Code. 

(b)  Subsection  (a)  shall  apply  with  respect  to  service  performed 
(to  the  extent  specified  in  such  subsection)  in  taxable  years  ending 
on  or  after  the  date  of  the  enactment  of  this  Act,  and  with  respect  to 
monthly  insurance  benefits  payable  under  title  II  of  the  Social  Secur- 
ity Act  on  the  basis  of  the  wages  and  self -employment  income  of  any 
individual  for  months  in  or  after  the  calendar  year  in  which  such  in- 
dividual's application  for  revocation  (as  described  in  such  subsection) 
is  filed  (and  lump-sum  death  payments  payable  under  such  title  on 
the  basis  of  such  wages  and  self -employment  income  in  the  case  of 
deaths  occurring  in  or  after  such  calendar  year) . 

INTERNATIONAL  AGREEMENTS  WITH  RESPECT  TO  SOCIAL  SECURITY 

BENEFITS 

Sec.  317.  (a)  Title  II  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  section: 

"international  agreements 

"Purpose  of  Agreement 

"Sec.  233.  (a)  The  President  is  authorized  (subject  to  the  succeeding 
provisions  of  this  section)  to  enter  into  agreements  establishing  to- 
talization arrangements  between  the  social  security  system  established 
by  this  title  and  the  sorinl  securitn  system  of  any  foreign  country,  for 
the  purposes  of  establishing  enticement  to  and  the  amount  of  old- 
age,  survivors,  disability,  or  derivative  benefits  based  on  a  combina- 
tion of  an  individual' '<§  periods  of  coverage  under  the  social  security 
system  established  by  this  title  and  the  social  security  system  of  such 
foreign  country. 

"Definitions 

"(b)  For  the  purposes  of  this  section — 

"(1)  the  term  'social  security  system'9  means,  with  respect  to  a 
fore?  ^  country,  a  social  insurance  or  pension  system  which  is 
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of  general  application  in  the  country  and  under  which  periodic 
benefits,  or  the  actuarial  equivalent  thereof,  are  paid  on  account 
of  old  age,  death,  or  disability ;  and 

"(2)  the  term  'period  of  coverage'*  means  a  period  of  payment 
of  contributions  or  a  period  of  earnings  based  on  wages  for 
employment  or  on  self -employment  income,  or  any  similar  pe- 
riod recognized  as  equivalent  thereto  under  this  title  or  under  the 
social  security  system  of  a  country  which  is  a  party  to  an  agree- 
ment entered  into  under  this  section. 

"Crediting  Periods  of  Coverage;  Conditions  of  Payment  of  Benefits 

"(c)  (1)  Any  agreement  establishing  a  totalization  arrangement 
pursuant  to  this  section  shall  provide — 

"  (A )  that  in  the  case  of  an  individual  who  has  at  least  6  quarters 
of  coverage  as  defined  in  section  213  of  this  Act  and  periods  of 
coverage  under  the  social  security  system  of  a  foreign  country 
which  is  a  party  to  such  agreement,  periods  of  coverage  of  such 
individual  under  such  social  security  system  of  such  foreign  coun- 
try may  be  combined  with  periods  of  coverage  under  this  title  and 
otherwise  considered  for  the  purposes  of  establishing  entitle- 
ment to  and  the  amount  of  old-age,  survivors,  and  disability  in- 
surance benefits  under  this  title; 

u(B)(i)  that  employment  or  self -employment,  or  any  service 
which  is  recognized  as  equivalent  to  employment  or  self -employ- 
ment under  this  title  or  the  social  security  system  of  a  ..foreign 
country  which  is  a  party  to  such  agreement,  shall,  on  or  after  the 
effective  date  of  such  agreement,  result  in  a  period  of  coverage 
under  the  system  established  under  this  title  or  under  the  system 
established  under  the  laws  of  such  foreign  country,  but  not  under 
both,  and  (ii)  the  methods  and  conditions  for  determining  under 
which  system  employment,  self -employment,  or  other  service  shall 
result  in  a  period  of  coverage;  and 

"(C)  that  where  an  individual^  periods  of  coverage  are  com- 
bined, the  benefit  amount  payable  under  this  title  shall  be  based 
on  the  proportion  of  such  individuals  periods  of  coverage  which 
was  completed  under  this  title. 
"  (2)  Any  such  agreement  may  provide  that — 

"(A)  an  indivdual  who  is  entitled  to  cash  benefits  under  this 
title  shall,  notwithstanding  the  provisions  of  section  202 (t),  re- 
ceive such  benefits  while  he  resides  in  a  foreign  country  which  is 
a  party  to  such  agreement;  and 

"  (B)  the  benefit  paid  by  the  United  States  to  an  individual  who 
legally  resides  in  the  United  States  shall,  if  less  when  added  to  the 
benefit  paid  by  such  foreign  country  than  the  benefit  amount  which 
would  be  payable  to  an  entitled  individual  based  on  the  first  figure 
in  (or  deemed  to  be  in)  column  IV  of  the  table  in  section  215(a) 
in  thfi  r-nsp,  of  an  individual  becoming  eligible  for  sue-h  benefit  be- 
fore January  1.  1979,  or  based  on  a  primary  insurance  amount 
determined  under  section  215 (a)  (1)  (C)  (i)  (I)  in  the  case  of  an 
individual  becoming  eligible  for  such  benefit  on  or  after  that  date, 
be  increased  so  that  the  total  of  the  ttco  benefits  is  equal  to  the 
benefit  amount  which  would  be  so  payable. 
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"(3)  Section  226  shall  not  apply  in  the  case  of  any  individual  to 
whom  it  would  not  be  applicable  but  for  this  section  or  any  agreement 
or  regulation  under  this  section. 

"(%)  Any  such  agreement  may  contain  other  provisions  which  are 
not  inconsistent  with  the  other  provisions  of  this  title  and  ivhich  the 
President  deems  appropriate  to  carry  out  the  purposes  of  this  section. 

"Regulations 

"  (d)  The  Secretary  of  Health,  Education,  and  Welfare  shall  make 
rules  and  regulations  and  establish  procedures  which  are  reasonable 
and  necessary  to  implement  and  administer  any  agreement  which  has 
been  entered  into  in  accordance  with  this  section. 

"Reports  to  Congress;  Effective  Date  of  Agreements 

"(e)  (1)  Any  agreement  to  establish  a  totalization  arrangement  en- 
tered into  pursuant  to  this  section  shall  be  transmittedrby  the  Presi- 
dent to  the  Congress  together  with  a  report  on  the  estimated  number 
of  individuals  who  will  be  affected  by  the  agreement  and  the  effect  of 
the  agreement  on  the  estimated  income  and  expenditures  of  the  pro- 
grams established  by  this  Act. 

"(2)  Such  an  agreement  shall  become  effective  on  any  date,  pro- 
vided in  the  agreement,  which  occurs  after  the  expiration  of  the  pe- 
riod (following  the  date  on  tohich  the  agreement  is  transmitted  in  ac- 
cordance ivith  paragraph  (1) )  during  tvhich  each  House  of  the  Con- 
gress has  been  in  session  on  each  of  90  days;  except  that  such  agree- 
ment shall  not  become  effective  if,  during  such  period,  either  House  of 
the  Congress  adopts  a  resolution  of  disapproval  of  the  agreement". 

(b)(1)  Section  lJfOl  of  the  Internal  Revenue  Code  of  195 is 
amended  by  adding  at  the  end  thereof  the  following  new  subsection: 

"(c)  Relief  From  Taxes  in  Cases  Covered  by  Certain  Interna- 
tional Agreements. — During  any  period  in  which  there  is  in  effect  an 
agreement  entered  into  pursuant  to  section  233  of  the  Social  Security 
Act  with  any  foreign  country,  the  self -employment  income  of  an  in- 
dividual shall  be  exempt  from  the  taxes  imposed  by  this  section  to  the 
extent  that  such  self -employment  income  is  subject  under  such  agree- 
ment to  taxes  or  contHbutions  for  similar  purposes  under  the  social 
security  system  of  such  foreign  country". 

(2)  Sections  3101  and  3111  of  such  Code  are  each  amended  by  add- 
ing at  the  end  thereof  the  following  new  subsection: 

"(c)  Relief  From  Taxes  in  Cases  Covered  by  Certain  Interna- 
tional Agreements. — During  any  period  in  which  there  is  in  effect  an 
agreement  entered  into  pursuant  to  section  233  of  the  Social  Security 
Act  with  any  foreign  country,  wages  received  by  or  paid  to  an  individ- 
ual shall  be  exempt  from  the  taxes  imposed  by  this  section  to  the  ex- 
tent that  such  wages  are  subject  under  such  agreement  to  taxes  or  con- 
tributions for  similar  purposes  under  the  social  security  system  of  such 
foreign  country". 

(3)  Section  6051(a)  of  such  Code  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "The  amounts  required  to  be 
shown  by  paragraph  (5)  shall  not  include  wages  which  are  exempted 
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pursuant  to  sections  3101(c)  and  3111(c)  from  the  taxes  imposed  by 
section  3101  and  3111". 

(If)  Notwithstanding  any  other  provision  of  law,  taxes  paid  hy  any 
individual  to  any  foreign  country  with  respect  to  any  period  of  em- 
ployment or  self-employment  which  is  covered  under  the  social  secu- 
rity system  of  such  foreign  country  in  accordance  with  the  terms  of 
an  agreement  entered  into  pursuant  to  section  233  of  the  Social  Security 
Act  shall  not.  under  the  income  tax  laics  of  the  United  States,  de 
deductible  by,  or  creditable  against  the  income  tax  of,  any  such  in- 
dividual. 

MODIFICATION  OF  AGREEMENT  WITH  ILLINOIS  TO  PROVIDE  COVERAGE  FOR 
CERTAIN  POLICEMEN  AND  FIREMEN 

Sec.  318.  (a)  Notwithstanding  the  p^rovisions  of  subsection  (d)  (5) 
(A)  of  section  218  of  the  Social  Security  Act  and  the  references  there- 
to in  subsections  (d)  (1)  and  (d)  (3)  of  such  section  218,  the  agreement 
with  the  State  of  Illinois  heretofore  entered  into  pursuant  to  such 
section  218  may,  at  any  time  prior  to  January  1,  1979,  be  modified 
pursuant  to  subsection  (c)  (4)  of  such  section  218  so  as  to  apply  to 
services  performed  in  policemen's  or  firemen's  positions  covered  by 
the  Illinois  Municipal  Retirement  Fund  on  the  date  of  the  enactment 
of  this  Act  if  the  State  of  Illinois  has  at  any  time  prior  to  the  date  of 
the  enactment  of  this  Act  paid  to  the  Secretary  of  the  Treasury,  with 
respect  to  any  of  the  services  performed  in  such  positions,  the  sums 
prescribed  pursuant  to  subsection  (e)  (1)  of  such  section  218.  For 
purposes  of  this  section,  a  retirement  system  ivhich  covers  positions 
of  policemen  or  firemen  shall,  if  the  State  of  Illinois  so  desires,  be 
deemed  to  be  a  separate  retirement  system  with  respect  to  the  positions 
of  such  policemen  or  firemen,  as  the  case  may  be. 

(b)  19 'ot withstanding  the  provisions  of  subsection  (f)  of  section 
218  of  the  Social  Security  Act,  any  modification  in  the  agreement  with 
the  State  of  Illinois  under  sub section  (a)  of  this  section,  to  the  extent 
that  it  involves  services  performed  by  a  policeman  or  fireman  in  posi- 
tions covered  under  the  Illinois  Municipal  Retirement  Fund,  shall  be 
made  effective  with  respect  to — 

(1)  all  services  performed  by  policemen  or  firemen,  in  positions 
to  which  the  modification  relates,  on  or  after  the  date  of  the  en- 
actment of  this  Act;  arid 

(2)  all  services  performed  by  such  individuals  in  such  positions 
before  sueh  date  of  enactment  with  respect  to  ivhich  the  State  of 
Illinois  has  paid  to  the  Secretary  of  the  Treasury  the  sums  pre- 
scribed pursuant  to  subsection  (e)  (1)  of  such  section  218  at  the 
time  or  times  established  pursuant  to  such  subsection  (e)  (1),  if 
and  to  the  extent  that — 

(A)  no  refund  of  the  sums  so  paid  has  been  obtained,  or 

(B)  a  refund  of  part  or  all  of  the  sums  so  paid  has  been  ob- 
tained but  the  State  of  Illinois  repays  to  the  Secretary  of  the 
Treasury  the  amount  of  such  refund  within  90  days  after  the 
date  that  the  modification  is  agreed  to  by  the  State  and  the 
Secretary  of  Health,  Education,  and  ~W  elf  are. 
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COVERAGE  FOR  POLICEMEN  AND  FIREMEN  IN  MISSISSIPPI 

Sec.  319.  Section  218 (p)  (1)  of  the  Social  Security  Act  is  amended 
by  inserting  "Mississippi"  after  "Maryland". 

COVERAGE  UNDER  DIVIDED  RETIREMENT  SYSTEM  FOR  PUBLIC  EMPLOYEES  IN 

NEW  JERSEY 

Sec.  320.  Section  218(d)  (6)(C)  of  the  Social  Security  Act  is 
amended  by  inserting  "New  Jersey"  after  "Nevada". 

COVERAGE  OF  SERVICE  UNDER  WISCONSIN  RETIREMENT  SYSTEM 

Sec.  321.  Section  218 (m)  (1)  of  the  Social  Security  Act  is  amended 
by  inserting  after  "Wisconsin  retirement  fund"  the  following :  "or  any 
successor  system". 

Part  G — Benefit  Amounts  and  Eligibility 

ACTUARIAL  REDUCTION  OF  BENEFIT  INCREASES  TO  BE  APPLIED  AS  OF  TIME  OF 

ORIGINAL  ENTITLEMENT 

Sec.  331.  (a)  Section  202(q)(4)  of  the  Social  Security  Act  is 
amended  by  striking  out  all  that  follows  subparagraph  (B)  and  in- 
serting in  lieu  thereof  the  following : 

"then  the  amount  of  the  reduction  of  such  benefit  (after  the  applica- 
tion of  any  adjustment  under  paragraph  (7))  for  each  month  begin- 
ning with  the  month  of  such  increase  in  the  primary  insurance  amount 
shall  be  computed  under  paragraph  (1)  or  (3),  whichever  applies,  as 
though  the  increased  primary  insurance  amount  had  been  in  effect  for 
and  after  the  month  for  which  the  individual  first  became  entitled  to 
such  monthly  benefit  reduced  under  such  paragraph  (1)  or  (3).". 

(b)  Section  202 (q)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  paragraphs : 

"(10)  For  purposes  of  applying  paragraph  (4),  with  respect  to 
monthly  benefits  payable  for  any  month  after  December  1977  to  an  in- 
dividual who  was  entitled  to  a  monthly  benefit  as  reduced  under  para- 
graph (1)  or  (3)  prior  to  January  1978,  the  amount  of  reduction  in 
such  benefit  for  the  first  month  for  which  such  benefit  is  increased  by 
reason  of  an  increase  in  the  primary  insurance  amount  of  the  individual 
on  whose  wages  and  self -employment  income  such  benefit  is  based  and 
for  all  subsequent  months  (and  similarly  for  all  subsequent  increases) 
shall  be  increased  by  a  percentage  equal  to  the  percentage  increase  in 
such  primary  insurance  amount  (such  increase  being  made  in  accord- 
ance with  the  provisions  of  paragraph  (8) ) .  In  the  case  of  an  individ- 
ual whose  reduced  benefit  under  this  section  is  increased  as  a  result  of 
the  use  of  an  adjusted  reduction  period  or  an  additional  adjusted  reduc- 
tion period  (in  accordance  with  paragraphs  (1)  and  (3)  of  this  subsec- 
tion) ,  then  for  the  first  month  for  which  such  increase  is  effective,  and 
for  all  subsequent  months,  the  amount  of  such  reduction  (after  the  ap- 
plication of  the  previous  sentence,  if  applicable)  shall  be  determined— 
"(A)  in  the  case  of  old-age,  wife's,  and  husband's  insurance 
benefits,  by  multiplying  such  amount  by  the  ratio  of  (i)  the  num- 
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ber  of  months  in  the  adjusted  reduction  period  to  (ii)  the  number 
of  months  in  the  reduction  period, 

''(B)  in  the  case  of  widow's  and  widower's  insurance  benefits 
for  the  month  in  tvhich  such  individual  attains  age  62,  by  multi- 
plying such  amount  by  the  ratio  of  (i)  the  number  of  months  in 
the  reduction  period  beginning  with  age  62  multiplied  by  1%0 
of  1  percent,  plus  the  number  of  months  in  the  adjusted  reduction 
period  prior  to  age  62  multiplied  by  19/A0  of  1  percent,  plus  the 
number  of  months  in  the  adjusted  additional  reduction  period 
multiplied  by  4%4o  °f  1  percent  to  {ii)  the  number  of  months 
in  the  reduction  period  multiplied  by  1%0  of  1  percent,  plus  the 
number  of  ??wnths  in  the  additional  reduction  period  multiplied 
by  43/>  i0  of  1  percent,  and 

"(C)  in  the  case  of  widow's  and  widower's  insurance  benefits 
for  the  month  in  which  such  individual  attains  age  65,  by  multi- 
plying such  amount  by  the  ratio  of  (i)  the  number  of  months  in 
the  adjusted  reduction  period  multiplied  by  i%0  of  1  percent, 
plus  the  number  of  months  in  the  adjusted  additional  reduction 
period  multiplied  by  4%4o  of  1  percent  to  (ii)  the  number  of 
months  in  the  reduction  period  beginning  with  age  62  multiplied 
by  of  1  percent,  plus  the  number  of  months  in  the  adjusted 
reduction  period  prior  to  age  62  multiplied  by  1%0  of  1  percent, 
plus  the  number  of  months  in  the  adjusted  additional  reditction 
period  multiplied  by  4%^o  of  1  percent, 
such  determination  being  made  in  accordance  with  the  provisions  of 
paragraph  (8). 

When  an  individual  is  entitled  to  more  than  one  monthly 
benefit  under  this  title  and  one  or  more  of  such  benefits  are  reduced 
under  this  subsection,  paragraph  (10)  shall  apply  separately  to  each 
such  benefit  reduced  under  this  subsection  before  the  application  of 
subsection  (Jc)  (pertaining  to  the  method  by  ichich  monthly  benefits 
are  offset  when  an  individual  is  entitled  to  more  than  one  kind  of  bene- 
fit) and  the  application  of  this  paragraph  shall  operate  in  conjunetion 
with  paragraph  (3) .". 

(c)  (1)  Section  202(g)  (7)  (C)  of  such  Act  is  amended  by  striking 
out  "because"  and  all  that  folloios  and  inserting  in  lieu  thereof  "be- 
cause of  the  occurrence  of  an  event  that  terminated  her  or  his  entitle- 
ment to  such  benefits". 

(2)  Section  202 (q)  (3)  (H)  of  such  Act  is  amended  by  inserting  "for 
that  month  or"  after  "first  entitled". 

(d)  The  amendments  made  by  this  section  shall  be  effective  with 
respect  to  monthly  benefits  payable  for  months  after  December  1977. 

LIMITATION  OX  RETROACTIVE  BENEFITS 

Sec.  332.  (a)  (1)  The  first  sentence  of  section  202(j)  (1)  of  the  So- 
cial Security  Act  is  amended  by  striking  out  "An  individual"  and 
inserting  in  lieu  thereof  "Subject  to  the  limitations  contained  in  para- 
graph (I),  an  individual". 

(2)  Section  202 (j)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  neiv  paragraph: 
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"(4)  (A)  Except  as  provided  in  subparagraph  (B),  no  individual 
shall  be  entitled  to  a  monthly  benefit  under  subsection  (a),  (b),  (c), 
(e),  or  (/)  for  any  month  prior  to  the  month  in  which  he  or  she  files 
ian  application  for  benefits  under  that  subsection  if  the  effect  of  entitle- 
ment to  such  benefit  would  be  to  reduce,  pursuant  to  subsection  (q), 
the  amount  of  the  monthly  benefit  to  which  such  individual  would 
otherwise  be  entitled  for  the  month  in  which  such  application  is  filed. 

"  (B)  (i)  If  the  individual  applying  for  retroactive  benefits  is  apply- 
ing for  such  benefits  under  subsection  (a),  and  there  are  one  or  more 
other  persons  who  would  (except  for  subparagraph  (A))  be  entitled 
for  any  month,  on  the  basis  of  the  wages  and  self -employment  income 
of  such  individual  and  because  of  such  individual's  entitlement  to 
such  retroactive  benefits,  to  retroactive  benefits  under  subsection  (b), 
(c),  or  (d)  not  subject  to  reduction  under  subsection  (q),  then  sub- 
paragraph (A)  shall  not  apply  with  respect  to  such  month  or  any 
subsequent  month. 

"  (ii)  If  the  individual  applying  for  retroactive  benefits  is  a  icidow, 
surviving  divorced  wife,  or  ividower  and  is  under  a  disability  (as 
'defined  in  section  223(d) ) ,  and  such  individual  would,  except  for  sub- 
paragraph (A),  be  entitled  to  retroactive  benefits  as  a  disabled  widow 
or  widoioer  or  disabled  surviving  divorced  wife  for  any  month  before 
attaining  the  age  of  60,  then  subparagraph  (A)  shall  not  apply  with 
respect  to  such  month  or  any  subsequent  month. 

"  (Hi)  If  the  individual  applying  for  retroactive  benefits  has  excess 
earnings  (as  defined  in  section  203(f) )  in  the  year  in  which  he  or  she 
files  an  application  for  such  benefits  which  could,  except  for  subpara- 
graph (A),  be  charged  to  months  in  such  year  prior  to  the  month  of 
application,  then  subparagraph  (A)  shall  not  apply  to  so  many  of 
such  months  immediately  preceding  the  month  of  application  as  are 
required  to  charge  such  excess  earnings  to  the  maximum  extent 
possible. 

"(iv)  As  used  in  this  subparagraph,  the  term  'retroactive  benefits1 
means  benefits  to  which  an  individual  becomes  entitled  for  a  month 
prior  to  the  month  in  which  application  for  such  benefits  is  filed". 

(3)  Section  226(h)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  folloioing  new  paragraph: 

"(4>)  For  purposes  of  determining  entitlement  to  hospital  in- 
surance benefits  under  subsection  (b)  in  the  case  of  an  individual 
described  in  clause  (Hi)  of  subsection  (b)  (2)  (A),  the  entitlement  of 
such  individual  to  widow's  or  widower's  insurance  benefits  under  sec- 
tion 202  (e)  or  (/)  by  reason  of  a  disability  shall  be  deemed  to  be  the 
entitlement  to  such  benefits  that  would  result  if  such  entitlement  ivere 
determined  without  .regard  to  the  provisions  of  section  202 (j)  (^).". 

(b)  The  amendments  made  by  subsection  (a)  shall  be  effective  toith 
respect  to  monthly  insurance  benefits  under  title  II  of  the  Social 
Security  Act  to  which  an  individual  becomes  entitled  on  the  basis  of 
an  application  filed  on  or  after  January  1,  1978. 

DELIVERY  OF  BENEFIT  CHECKS 

Sec.  333.  (a)  Title  VII  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  section: 
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"  delivery  of  benefit  checks 

"Sec.  708.  (a)  If  the  day  regularly  designated  for  the  delivery  of 
benefit  checks  under  title  II  or  title  XVI  falls  on  a  Saturday,  Sunday, 
or  legal  public  holiday  (as  defined  in  section  6103  of  title  5,  United 
States  Code)  in  any  month,  the  benefit  checks  which  would  otherwise 
be  delivered  on  such  day  shall  be  mailed  for  delivery  on  the  first  day 
preceding  such  day  ivhich  is  not  a  Saturday,  Sunday,  or  legal  public 
holiday  (as  so  defined),  without  regard  to  whether  the  delivery  of 
such  checks  would  as  a  result  have  to  be  made  before  the  end  of  the 
month  for  which  sueh  checks  are  issued. 

"(b)  If  more  than  the  correct  amount  of  payment  under  title  II  or 
XVI  is  made  to  any  individual  as  a  result  of  the  receipt  of  a  benefit 
check  pursuant  to  subsection  (a)  before  the  end  of  the  month  for 
which  such  check  'Is  issued,  no  action  shall  be  taken  (under  section 
204  or  1631(b)  or  otherwise)  to  recover  such  payment  or  the  incor- 
rect portion  thereof.". 

(b)  The  amendment  made  by  subsection  (a)  of  this  section  shall 
apply  with  respect  to  benefit  checks  the  regularly  designated  day  for 
delivery  of  ivhich  occurs  on  or  after  the  thirtieth  day  after  the  date 
of  the  enactment  of  this  Act. 

REDUCED  BENEFITS  FOR  SPOUSES  RECEIVING  GOVERNMENT  PENSIONS 

Sec.  33Jf.  (a)  (1)  Section  202(b)  (2)  of  the  Social  Security  Act  is 
amended  by  inserting  after  "subsection  (q)"  the  following :  "and  para- 
graph (4)  of  this  subsection". 

(2)  Section  202(b)  of  such  Act  is  further  amended  by  adding  at 
the  end  thereof  the  following  neio  paragraph: 

"(4)  (A)  The  amount  of  a  wife's  insurance  benefit  for  each  month 
as  determined  after  application  of  the  provisions  of  subsections  (q) 
and  (k)  shall  be  reduced  (but  not  beloio  zero)  by  an  amount  equal  to 
the  amount  of  any  monthly  periodic  benefit  payable  to  such  ivife  (or 
divorced  wife)  for  such  month  ivhich  is  based  upon  her  earnings  while 
in  the  service  of  the  Federal  Government  or  any  State  (or  political 
subdivision  thereof,  as  defined  in  section  218(b)  (2))  if,  on  the  last 
day  she  was  employed  by  such  entity,  such  service  did  not  constitute 
'employment*  as  defined  in  section  210. 

"(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  which 
is  paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis 
equivalent  to  a  monthly  benefit  (as  determined  by  the  Secretary)  and 
such  equivalent  monthly  benefit  shall  constitute  a  monthly  periodic 
benefit  for  purposes  of  subparagraph  (A).  For  purposes  of  this  sub- 
paragraph, the  term  'periodic  benefit''  includes  a  benefit  payable  in  a 
lump  sum  if  it  is  a  commutation  of,  or  a  substitute  for,  periodic  pay- 
ments". 

(b)(1)  Section  202(c)(1)  of  such  Act  is  amended— 

(A)  by  striking  out  subparagraph  (C) ; 

(B)  by  adding  "and"  at  the  end  of  subparagraph  (B) ;  and 

(C)  by  redesignating  subparagraph  (D)  as  subparagraph  (C). 
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(2)  Section  202(c)  (2)  of  such  Act  is  amended  to  read  as  follows: 
"(2)  (A)  The  amount  of  a  husband's  insurance  benefit  for  each 

month  as  determined  after  application  of  the  provisions  of  subsec- 
tions (q)  and  (k)  shall  be  reduced  (but  not  beloio  zero)  by  an  amount 
equal  to  the  amount  of  any  monthly  periodic  benefit  payable  to  such 
husband  for  such  month  which  is  based  upon  his  earnings  while  in 
the  service  of  the  Federal  Government  or  any  State  (or  political  sub- 
division thereof,  as  defined  in  section  218(b)  (2))  if,  on  the  last  day 
he  was  employed  by  such  entity,  such  service  did  not  constitute  'em- 
ployment as  defined  in  section  210. 

"(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  tvhich 
is  paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis 
equivalent  to  a  monthly  benefit  (as  determined  by  the  Secretary)  and 
such  equivalent  monthly  benefit  shall  constitute  a  monthly  periodic 
benefit  for  purposes  of  subparagraph  (A).  For  purposes  of  this  sub- 
paragraph, the  term  'periodic  benefit  includes  a  benefit  payable  in  a 
lump  sum  if  it  is  a  commutation  of,  or  a  substitute  for,  periodic 
payments". 

(3)  Section  202(c)  (3)  of  such  Act  is  amended  by  inserting  after 
"-subsection  (q)"  the  following :  "and  paragraph  (2)  of  this  subsec- 
tion". 

(c)  (1)  Section  202(e)  (2)  (A)  of  such  Act  (as  amended  by  section 
204(a)  of  this  Act)  is  amended  by  striking  out  (paragraph  (4)"  in 
the  first  sentence  and  inserting  in  lieu  thereof  "paragraphs  (Jf)  and 

(sy\ 

(2)  Section  202(e)  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph : 

"  (8)  (A)  The  amount  of  a  widow 's  insurance  benefit  for  each  month 
as  determined  (after  application  of  the  provisions  of  subsections  (q) 
and  (k),  paragraph  (2)(B),  and  paragraph  (4-))  shall  be  reduced 
(but  not  below  zero)  by  an  amount  equal  to  the  amount  of  any  monthly 
periodic  benefit  payable  to  such  widow  (or  surviving  divorced  ivife) 
for  such  month  which  is  based  upon  her  earnings  while  in  the  service 
of  the  Federal  Government  or  any  State  (or  any  political  subdivision 
thereof,  as  defined  in  section  218(b)  (2))  if,  on  the  last  day  she  was 
employed  by  such  entity,  such  service  did  not  constitute  'employment 
as  defined  in  section  210. 

"(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  which  is 
paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis  equiva- 
lent to  a  monthly  benefit  (as  determined  by  the  Secretary)  and  such 
equivalent  monthly  benefit  shall  constitute  a  monthly  periodic  benefit 
for  purposes  of  subparagraph  (A ) .  For  purposes  of  this  subparagraph, 
the  term  'periodic  benefit1  includes  a  benefit  payable  in  a  lump  sum 
if  it  is  a  commutation  of,  or  a  substitute  for,  periodic  payments". 

(d)  (1)  Section  202(f)  (1)  of  such  Act  is  amended — 

(A)  by  striking  out  subparagraph  (D) ;  and 

(B)  by  redesignating  subparagraphs  (E),  (F),  and  (G)  as 
subparagraphs  (D),  (E),and  (F) ,  respectively. 

(2)  Section  202(f)  (2)  of  such  Act  is  amended  to  read  as  follows: 
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"(2)  (A)  The  amount  of  a  widowers  insurance  benefit  for  each 
month  (as  determined  after  application  of  the  provisions  of  subsec- 
tions (k)  and  (q) ,  paragraph  (3)(B),  and  paragraph  (5))  shall  be 
reduced  (but  not  below  zero)  by  an  amount  equal  to  tlie  amount  of 
any  monthly  periodic  benefit  payable  to  such  widower  for  such  month 
which  is  based  upon  his  earnings  while  in  the  service  of  the  Federal 
Government  or  any  State  (or  any  political  subdivision  thereof,  as  de- 
fined in  section  218(b)  (2) )  if,  on  the  last  day  he  was  employed  by 
such  entity,  such  service  did  not  constitute  ''employment''  as  defined  in 
section  210. 

"(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  which  is 
paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis  equiv- 
alent to  a  monthly  benefit  (as  determined  by  the  Secretary)  and  such 
equivalent  monthly  benefit  shall  constitute  a  monthly  periodic  benefit 
for  purposes  of  subparagraph  (A).  For  purposes  of  this  subpara- 
graph, the  term  'periodic  benefit'  includes  a  benefit  payable  in  a  lump 
sum  if  it  is  a  commutation  of,  or  a  substitute  for,  periodic  payments.". 

(3)  Section  202(f)  (3)  (A)  of  such  Act  (as  amended  by  section  204 
(c)  of  this  Act)  is  amended  by  striking  out  "paragraph  (5)"  in  the 
first  sentence  and  inserting  in  lieu  thereof  "paragraphs  (2)  and  (5)". 

(4)  (A)  Section  202(f)  (7)  of  such  Act  is  amended  by  striking  out 
"paragraph  (1)  (6?)"  and  inserting  in  lieu  thereof  "paragraph  (1) 
(F)». 

(B)  Section  226 (h)  (1)  (B)  of  such  Act  is  amended  by  striking  out 
"subparagraph  (G)  of  section  202(f)(1)"  and  inserting  in  lieu 
thereof  ^  subparagraph  (F)  of  section  202(f)  (1)". 

(5)  Section  202 (p)  (1)  of  such  Act  is  amended  by  striking  out 
"subparagraph  (C)  of  subsection  (c)(1),  clause  (i)  or  (ii)  of  sub- 
paragraph (D)  of  subsection  (f)(1),  or". 

(6)  Section  202  (s)  (3)  of  such  Act  is  amended  by  striking  out  "Sub- 
sections" and  all  that  follows  down  through  "so  much"  and  inserting 
in  lieu  thereof  uSo  much". 

(e)  (1)  Section  202(g)  (2)  of  such  Act  is  amended  by  striking  out 
"Such"  and  inserting  in  lieu  thereof  "Except  as  provided  in  para- 
graph (Jf)  of  this  subsection,  such". 

(2)  Section  202(g)  of  such  Act  is  further  amended  by  adding  at 
the  end  thereof  the  following  new  paragraph: 

"(4)  (A)  The  amount  of  a  mothers  insurance  benefit  for  each 
month  to  which  any  individual  is  entitled  under  this  subsection  (as 
determined  after  application  of  subsection  (k) )  shall  be  reduced  (but 
not  below  zero)  by  an  amount  equal  to  the  amount  of  any  monthly 
periodic  benefit  payable  to  such  individual  for  such  month  which  is 
based  upon  such  individuals  earnings  while  in  the  service  of  the  Fed- 
eral Government  or  any  State  (or  political  subdivision  thereof,  as 
defined  in  section  218(b)  (2))  if,  mi  the  last  day  such  individual  ivas 
employed  by  such  entity,  such  service  did  not  constitute  ' employment* 
as  defined  in  section  210. 

"(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  which 
is  paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis  equiv- 
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alent  to  a  monthly  benefit  (as  determined  by  the  Secretary)  and  such 
equivalent  monthly  benefit  shall  constitute  a  monthly  periodic  benefit 
for  purposes  of  subparagraph  (A).  For  purposes  of  this  subparagraph, 
the  term  'periodic  benefit"*  includes  a  benefit  payable  in  a  lump  sum 
if  it  is  a  commutation  of,  or  a  substitute  for,  periodic  payments.". 

(/)  The  amendments  made  by  this  section  shall  apply  tvith  respect  to 
monthly  insurance  benefits  payable  under  title  II  of  the  Social  Secu- 
rity Act  for  months  beginning  with  the  month  in  which  this  Act  is 
enacted,  on  the  basis  of  applications  filed  in  or  after  the  month  in 
which  this  Act  is  enacted. 

(g)  (1)  The  amendments  made  by  the  preceding  provisions  of  this 
section  shall  not  apply  loith  respect  to  any  monthly  insurance  benefit 
payable,  under  subsection  (b),  (c),  (e),  (/),  or  (g)  (as  the  case  may 
be)  of  section  202  of  the  Social  Security  Act,  to  an  individual — 

(A)  to  whom  there  is  payable  for  any  m,onth  within  the  60- 
month  period  beginnina  loith  the  month  in  which  this  Act  is 
enacted  (or  who  is  eligible  in  any  such  month  for)  a  monthly  peri- 
odic benefit  (within  the  meaning  of  such  provisions)  based  upon 
such  individual's  earnings  while  in  the  service  of  the  Federal 
Government  or  any  State  (or  political  subdivision  thereof,  as 
defined  in  section  218(b)  (2)  of  the  Social  Security  Act) ;  and 

(B)  who  at  time  of  application  for  or  initial  entitlement  to 
such  monthly  insurance  benefit  under  such  subsection  (b) .  (c), 
(e),  (/),  or  (g)  meets  the  requirements  of  that  subsection  as  it 
was  in  effect  and  being  administered  in  January  1977. 

(2)  For  purposes  of  paraqraph  (1)  (A),  an  individual  is  eligible 
for  a.  monthly  periodic  benefit  for  any  month  if  mch  benefi+  would  be 
payable  to  such  individual  for  that  m^onth  if  such  individual  were  not 
employed  during  that  month  and  had  made  proper  application  for 
such  benefit. 

(3)  If  any  provision  of  this  subsection,  or  the  application  thereof 
to  any  person  or  circumstamce,  is  held  invalid,  the  remainder  of  this 
section  shall  not  be  affected  thereby,  but  the  application  of  this  sub- 
section to  any  other  persons  or  circumstances  shall  also  be  considered 
invalid. 

SUBSTANTIAL  GAINFUL  ACTIVITY  IN  CASE  OF  BLIND  INDIVIDUALS 

Sec.  335.  Section  223(d)  (4)  of  the  Social  Security  Act  is  amended 
by  inserting  after  the  first  sentence  the  following  new  sentence: 
"No  individual  who  is  bVnd  sh^ll  be  regarded  ax  having  demonstrated 
an  ability  to  engage  in  substantial  gainful  activity  on  the  basis  of  earn- 
ings that  do  not  exceed  the  exempt  amount  under  section  203 ( f)  (8) 
tohich  is  applicable  to  individuals  described  in  subparagraph  (D) 
thereof.^. 

REMARRIAGE  OF  WIDOWS  AND  WIDOWERS 

Sec.  336.  (a)  (1)  Section  202(e)  fa)  (A)  of  the  Social  Security  Act 
(as  amended  by  sections  20 Ma)  and,  33 M c) (1)  of  this  Act^  is  amended 
by  striking  out  "paragraphs  (4)  and  (8) "  and  inserting  in  lieu  thereof 
"paragraph  (5)". 
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(2)  Section  202(e)  (3)  of  such  Act  is  amended  by  striking  out  "In 
the  case  of  a  widow  or  surviving  divorced  wife  who  marries"  in  the 
matter  preceding  subparagraph  (A)  and  inserting  in  lieu  thereof  "If 
a  widow,  before  attaining  age  60,  or  a  surviving  divorced  wife,  mar- 
ries'-. 

(3)  Section  202(e)  (4)  of  such  Act  is  amended  to  read  as  follows: 
"  (4)  //  a  widow,  after  attaining  age  60,  marries,  such  marriage  shall, 

for  purposes  of  paragraph  (1),  be  deemed  not  to  have  occurred.". 

(b)  (1)  Section  202(f)  (3)  (A)  of  such  Act  (as  amended  by  sections 
204(c)  and  334(d)  (3)  of  this  Act)  is  further  amended  by  striking  out 
"paragraphs  (2)  and  (5)""'  and  inserting  in  lieu  thereof  "paragraph 

(2y. 

(2)  Section  202(f)  (4)  of  such  Act  is  amended  by  striking  out  "In 
the  case  of  a  widower  who  remarries"  in  the  matter  preceding  sub- 
paragraph  (A)  and  inserting  in  lieu  thereof  "If  a  widower,  before 
attaining  age  60,  remarries". 

(3)  Section  202(f)  (5)  of  such  Act  is  amended  to  read  as  follows; 
"(5)  If  a  widower,  after  attaining  age  60,  marries,  such  marriage 

shall,  for  purposes  of  paragraph  (l),be  deemed  not  to  have  occurred." 

(c)  (1)  The  amendments  made  by  this  section  shall  apply  only  with 
respect  to  monthly  benefits  payable  under  title  II  of  the  Social  Security 
Act  for  months  after  December  1978,  and,  in  the  case  of  individuals 
who  are  not  entitled  to  benefits  of  the  type  involved  for  December 
1978,  only  on  the  basis  of  applications  filed  on  or  after  January  1, 
1979. 

(2)  In  the  case  of  an  individual  who  was  entitled  for  the  month  of 
December  1978  to  monthly  insurance  benefits  under  subsection  (e)  or 
(/)  of  section  202  of  the  Social  Security  Act  to  which  the  provisions  of 
subsection  (e)(4)  or  (f)(5)  applied,  the  Secretary  shall,  if  such 
benefits  would  be  increased  by  the  amendments  made  by  this  section, 
redetermine  the  amount  of  such  benefits  for  months  after  Decem- 
ber 1978  as  if  such  amendments  had  been  in  effect  for  the  first  month 
for  which  the  provisions  of  section  202(e)  (4)  or  202(f)  (5)  became 
applicable. 

(d)  Where— 

(1)  two  or  more  persons  are  entitled  to  monthly  benefits  under 
section  202  of  the  Social  Security  Act  for  December  1978  on  the 
basis  of  the  wages  and  self -employment  income  of  a  deceased 
individual,  and  one  or  more  of  such  versons  is  so  entitled  under 
subsection  (e)  or  (f)  of  such  section  202,  and 

(2)  one  or  more  of  such  persons  is  entitled  on  the  basis  of  such 
wages  and  self -employment  income  to  monthly  benefits  under 
subsection  (e)  or  (f)  of  such  section  202  (as  amended  by  this 
section)  for  January  1979,  and 

(3)  the  total  of  benefits  to  which  all  persons  are  entitled  under 
section  202  of  such  Act  on  the  basis  of  such  wages  and,  self -employ- 
ment income  for  January  1979  is  reduced  by  reason  of  section 
203(a)  of  such  Act  as  amended  by  this  Act  (or  would,  but  for  the 
first  sentence  of  section  203(a)  i4),be  so  reduced) , 

then  the  amount  of  the  benefit  to  ichich  each  such  person  referred  to  in 
paragraph  (1)  is  entitled  for  months  after  December  1978  shall  in  no 
case  be  less  after  the  application  of  this  section  and  such  section  203  (a) 
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than  the  amount  it  would  have  teen  without  the  application  of  this 
section. 

DURA TION-OF-MARRIA GE  REQUIREMENT 

Sec.  337.  (a)  Section  216(d)  of  the  Social  Security  Act  is  amended 
by  striking  out  u20  years"  in  paragraphs  (1)  and  (2)  and  inserting 
in  lieu  thereof  in  each  instance  u10  years". 

(b)  Section  202(b)  (1)  (G)  of  such  Act  is  amended  by  striking  out 
u20  years"  and  inserting  in  lieu  thereof  u10  years". 

(c)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  monthly  benefits  payable  under  title  II  of  the  Social  Security  Act 
for  months  after  December  1978,  and,  in  the  case  of  individuals  who 
are  not  entitled  to  benefits  of  the  type  involved  for  December  1978, 
only  on  the  basis  of  applications  filed  on  or  after  January  1,  1979. 

Part  D — Study  With  Respect  to  Gender-Based  Distinctions 

STUDY  OF  PROPOSALS  TO  ELIMINATE  DEPENDENCY  AND  SEX  DISCRIMINATION 
UNDER  THE  SOCIAL  SECURITY  PROGRAM 

Sec.  31f,l.  (a)  The  Secretary  of  Health,  Education,  and  Welfare, 
in  consultation  with  the  Task  Force  on  Sex  Discrimination  in  the 
Department  of  Justice,  shall  make  a  detailed  study,  ivithin  the  De- 
partment of  Health,  Education,  and  Welfare  and  the  Social  Security 
Administration,  of  proposals  to  eliminate  dependency  as  a  factor  in 
the  determination  of  entitlement  to  spouse^s  benefits  under  the  pro- 
gram established  under  title  II  of  the  Social  Security  Act,  and  of 
proposals  to  bring  about  equal  treatment  for  men  and  women  in  any 
and  all  respects  under  such  program,  taking  into  account  the  practi- 
cal effects  (particularly  the  effect  upon  women's  entitlement  to  such 
benefits)  of  factors  such  as — 

(1)  changes  in  the  nature  and  extent  of  women's  participation 
in  the  labor  force, 

(2)  the  increasing  divorce  rate,  and 

(3)  ,  the  economic  value  of  women's  work  in  the  ho?ne. 
The  study  shall  include  appropriate  cost  analyses. 

(b)  The  Secretary  shall  submit  to  the  Congress  within  six  months 
after  the  date  of  the  enactment  of  this  Act  a  full  and  complete  report 
on  the  study  carried  out  under  subsection  (a) . 

Part  E — Combined  Social  Security  and  Income  Tax 
Annual  Reporting 

Subpart  1 — Amendments  to  Title  II  of  the  Social  Security  Act 

annual  crediting  of  quarters  of  coverage 

Sec.  351.  (a)  (1)  Sections  209(g)  (3),  209(j),  210(a)  (17)  (A),  and 
210(f)  (4)  (B)  of  the  Social  Security  Act  are  each  amended  by  strik- 
ing out  "quarter"  wherever  it  appears  and  inserting  in  lieu  thereof 
"year'''. 

(2)  Sections  209(g)  (3)  and  209 (j)  of  such  Act  are  each  further 
amended  by  striking  out  u$50"  and  inserting  in  lieu  thereof  "$100v. 
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(3)  (A )'  Section  209  of  such  Act  is  amended  by  striking  out  "or"  at 
the  end  of  subsection  (n),  by  striking  out  the  period  at  the  end  of 
subsection  (o)  and  inserting  in  lieu  thereof  "  ;  or",  and  by  inserting 
after  subsection  (o)  the  folloioing  new  subsection: 

"(p)  Remuneration  paid  by  an  organization  exempt  from  income 
tax  under  section  501  of  the  Internal  Revenue  Code  of  195 '4  in  any 
calendar  year  to  an  employee  for  service  rendered  in  the  employ  of 
such  organization,  if  the  remuneration  paid  in  such  year  by  the  orga- 
nization to  the  employee  for  such  service  is  less  than $100". 

(B)  Section  210(a)  (10)  of  such  Act  is  amended  by  striking  out 
"(10)  (A)"  and  all  that  follows  down  through  "(B)  Service"  and  in- 
serting in  lieu  thereof  "(10)  Service",  and  by  redesignating  clauses 
(i)  and  (ii)  as  subparagraphs  (A)  and  (B) ,  respectively. 

(b)  Section  212  of  such  Act  is  amended  to  read  as  follows  : 

"crediting  of  self-employment  income  to  calendar  years 

"Sec.  212.  (a)  For  the  purposes  of  determining  average  monthly 
wage  and  quarters  of  coverage  the  amount  of  self -employment  in- 
come derived  during  any  taxable  year  ivhich  begins  before  1978 
shall — 

"(1)  in  the  case  of  a  taxable  year  lohich  is  a  calendar  year,  be 
credited  equally  to  each  quarter  of  such  calendar  year;  and 

"(2)  in  the  case  of  any  other  taxable  year,  be  credited  equally 
to  the  calendar  quarter  in  which  such  taxable  year  ends  and  to 
each  of  the  next  three  or  fewer  preceding  quarters  any  part  of 
which  is  in  such  taxable  year. 
"(b)  For  the  purposes  of  determining  average  indexed  monthly 
earnings,  average  monthly  wage,  and  quarters  of  coverage  the  amount 
of  self -employment  income  derived  during  any  taxable  year  which 
begins  after  1977  shall — 

"(1)  in  the  case  of  a  taxable  year  ivhich  is  a  calendar  year  or 
which  begins  with  or  during  a  calendar  year  and  ends  with  or 
during  such  year,  be  credited  to  such  calendar  year;  and 

"(2)  in  the  case  of  any  other  taxable  year,  be  allocated  pro- 
portionately to  the  two  calendar  years,  portions  of  which  are  in- 
cluded within  such  taxable  year,  on  the  basis  of  the  number  of 
months  in  each  such  calendar  year  which  are  included  completely 
within  the  taxable  year. 
For  purposes  of  clause  (2),  the  calendar  month  in  which  a  taxable 
year  ends  shall  be  treated  as  included  completely  within  that  taxable 
year". 

(c)  Section  213(a)  (2)  of  such  Act  is  amended  to  read  as  follows: 
"(2)  (A  )  The  term  1 quarters  of  coverage'  means — 

"  (i)  for  calendar  years  before  1978,  and  subject  to  the  provisions 
of  subparagraph  (B),  a  quarter  in  which  an  individual  has  been 
paid  $50  or  more  in  tcages  (except  wages  for  agricultural  labor 
paid  after  1954)  or  for  which  he  has  been  credited  (as  determined 
under  section  212)  with  $100  or  more  of  self -employment  income; 
and 

"  (ii)  for  calendar  years  after  1977,  and  subject  to  the  provisions 
of  subparagraph  (B),  each  portion  of  the  total  of  the  wages  paid 
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and  the  self -employment  income  credited  (pursuant  to  section 
212)  to  an  individual  in  a  calendar  year  which  equals  $250,  with 
such  quarter  of  coverage  being  assigned  to  a  specific  calendar 
quarter  in  such  calendar  year  only  if  necessary  in  the  case  of  any 
individual  who  has  attained  age  62  or  died  or  is  under  a  disa- 
bility and  the  requirements  for  insured  status  in  subsection  (a) 
or  (b)  of  section  21 4,  the  requirements  for  entitlement  to  a  com- 
putation or  recomputation  of  his  primary  insurance  amount,  or 
the  requirements  of  paragraph  (3)  of  section  216  (i)  would  not 
otherwise  be  met. 

(B)  Notwithstanding  the  provisions  of  subparagraph  (A) — 

u(i)  no  quarter  after  the  quarter  in  which  an  individual  dies 
shall  be  a  quarter  of  coverage,  and  no  quarter  any  part  of  which 
is  included  in  a  period  of  disability  (other  than  the  initial  quarter 
and  the  last  quarter  of  such  period)  shall  be  a  quarter  of  coverage; 

u(ii)  if  the  wages  paid  to  an  individual  in  any  calendar  year 
equal  to  $3,000  in  the  case  of  a,  calendar  year  before  1951,  or  $3,600 
in  the  case  of  a  calendar  year  after  1950  and  before  1955,  or  $4,200 
in  the  case  of  a  calendar  year  after  1954  and  before  1959,  or  $4,800 
in  the  case  of  a  calendar  year  after  1958  and  before  1966,  or  $6,600 
in  the  case  of  a  calendar  year  after  1965  and  before  1968,  or  $7,800 
in  the  case  of  a  calendar  year  after  1967  and  before  1972,  or  $9,000 
in  the  case  of  the  calendar  year  1972,  or  $10,800  in  the  case  of  the 
calendar  year  1973,  or  $13,200  in  the  case  of  the  calendar  year  1974, 
or  an  amount  equal  to  the  contribution  and  benefit  base  (as  deter- 
mined under  section  230)  in  the  case  of  any  calendar  year  after 
1974  and  before  1978  with  respect  to  which  such  contribution  and 
benefit  base  is  effective,  each  quarter  of  such  year  shall  (subject 
to  clauses  (i)  and  (v))  be  a  quarter  of  coverage; 

"  (Hi)  if  an  individual  has  self -employment  income  for  a  taxable 
year,  and  if  the  sum  of  such  income  and  the  wages  paid  to  him 
during  such  year  equals  $3,600  in  the  case  of  a  taxable  year  begin- 
ning after  1950  and  ending  before  1955,  or  $4,200  in  the  case  of  a 
taxable  year  ending  after  1954  and  before  1959,  or  $4,800  in  the 
case  of  a  taxable  year  ending  after  1958  and  before  1966,  or  $6,600 
in  the  case  of  a  taxable  year  ending  after  1965  and  before  1968,  or 
$7,800  in  the  case  of  a  taxable  year  ending  after  1967  and  before 
1972,  or  $9,000  in  the  case  of  a  taxable  year  beginning  after  1971 
and  before  1973,  or  $10,800  in  the  case  of  a  taxable  year  beginning 
after  1972  and  before  1974,  or  $13,200  in  the  case  of  a  taxable  year 
beginning  after  1973  and  before  1975,  or  an  amount  equal  to  the 
contribution  and  benefit  base  (as  determined  under  section  230) 
which  is  effective  for  the  calendar  year  in  the  case  of  any  taxable 
year  beginning  in  any  calendar  year  after  1974  and  before  1978, 
each  quarter  any  part  of  which  falls  in  such  year  shall  (subject  to 
clauses  (i)  and  (v) )  be  a  quarter  of  coverage; 

"  (iv)  if  an  individual  is  paid  wages  for  agricultural  labor  in  a 
calendar  year  after  1954  and  before  1978,  then,  subject  to  clauses 
(i)  and  (v),  (I)  the  last  quarter  of  such  year  which  can  be  but  is 
not  othemvise  a  quarter  of  coverage  shall  be  a  quarter  of  coverage 
if  such  wages  equal  or  exceed  $100  but  are  less  than  $200;  (II)  the 
last  ttvo  quarters  of  such  year  which  can  be  but  are  not  otherwise 
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quarters  of  coverage  shall  be  quarters  of  coverage  if  such  wages 
equal  or  exceed  $200  but  are  less  than  $800;  {III)  the  last  three 
quarters  of  such  year  which  can  be  but  are  not  otherwise  quarters 
of  coverage  shall  be  quarters  of  coverage  if  such  wages  equal  or 
exceed  $300  but  are  less  than  $400;  and  (IV)  each  quarter  of  such 
year  tohich  is  not  otherwise  a  quarter  of  coverage  shall  be  a  quarter 
of  coverage  if  such  wages  are  $4-00  or  more; 

"(v)  no  quarter  shall  be  counted  as  a  quarter  of  coverage  prior 
to  the  beginning  of  such  quarter; 

"  (vi)  not  more  than  one  quarter  of  coverage  may  be  credited  to 
a  calendar  quarter;  and 

"(vii)  no  more  than  four  quarters  of  coverage  may  be  credited 
to  any  calendar  year  after  1977. 
If  in  the  case  of  an  individual  ivho  has  attained  age  62  or  died  or  is 
under  a,  disability  and  who  has  been  paid  wages  for  agricultural  labor 
in  a  calendar  year  after  1954  and  before  1978,  the  requirements  for 
insured  status  in  subsection  (a)  or  (b)  of  section 214,  the  requirements 
for  entitlement  to  a  computation  or  recomputation  of  his  primary 
insurance  amount,  or  the  requirements  of  paragraph  (3)  of  section 
216 (i)  are  not  met  after  assignment  of  quarters  of  coverage  to  quar- 
ters in  such  year  as  provided  in  clause  (iv)  of  the  preceding  sentence, 
but  would  be  met  if  such  quarters  of  coverage  were  assigned  to  differ- 
ent quarters  in  such  year,  then  such  quarters  of  coverage  shall  instead 
be  assigned,  for  purposes  only  of  determining  compliance  with  such 
requirements,  to  such  different  quarters.  If,  in  the  case  of  an  individual 
who  did  not  die  prior  to  January  1,  1955,  and  who  attained  age  62 
(if  a  woman)  or  age  65  (if  a  man)  or  died  before  July  1,  1957,  the 
requirements  for  insured  status  in  section  214(a)  (3)  are  not  met 
because  of  his  having  too  few  quarters  of  coverage  but  would  be  met 
if  his  quarters  of  coverage  in  the  first  calendar  year  in  which  he  had 
any  covered  employment  had  been  determined  on  the  basis  of  the 
period  during  which  ivages  were  earned  rather  than  on  the  basis  of 
the  period  during  ivhich  wages  were  paid  (any  such  wages  paid  that 
are  reallocated  on  an  earned  basis  shall  not  be  used  in  determining 
quarters  of  coverage  for  subsequent  calendar  years) ,  then  upon  appli- 
cation filed  by  the  individual  or  his  survivors  and  satisfactory  proof 
of  his  record  of  wages  earned  being  furnished  by  such  individual 
or  his  survivors,  the  quarters  of  coverage  in  such  calendar  year  may 
be  determined  on  the  basis  of  the  periods  during  which  wages  were 
earned. .". 

(d)  The  amendments  made  by  subsection  (a)  shall  apply  with  re- 
spect to  remuneration  paid  and  services  rendered  after  December  31, 
1077 .  The  amendments  made  by  subsections  (b)  and  (c)  shall  be  ef- 
fective January  i,  1978. 

ADJUSTMENT  IN  AMOUNT  REQUIRED  FOR  A  QUARTER  OF  COVERAGE 

Sec.  352.  (a)  Section  213(a)  (2)  (A)  (ii)  of  the  Social  Security  Act, 
as  amended  by  section  351(c)  of  this  Act,  is  amended  by  striking  out 
"$250"  and  inserting  in  lieu  thereof  "the  amount  required  for  a  quar- 
ter of  coverage  in  that  calendar  year  (as  determined  under  subsection 

(<*))"• 
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(b)  Section  213  of  such  Act  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"Amount  Required  for  a  Quarter  of  Coverage 

u(d)  (1)  The  amount  of  wages  and  self -employment  income  which 
an  individual  must  have  in  order  to  be  credited  with  a  quarter  of 
coverage  in  any  year  under  subsection  (a)  (2)  (A)  (ii)  shall  be 
$250  in  the  calendar  year  1978  and  the  amount  determined  under 
paragraph  (2)  of  this  subsection  for  years  after  1978. 

"(2)  The  Secretary  shall,  on  or  before  November  1  of  1978  and  of 
every  year  thereafter,  determine  and  publish  in  the  Federal  Register 
the  amount  of  wages  and  self -employment  income  which  an  individual 
must  have  in  order  to  be  credited  with  a  quarter  of  coverage  in  the 
succeeding  calendar  year.  The  amount  required  for  a  quarter  of  cov- 
erage shall  be  the  larger  of — 

"(A)  the  amount  in  effect  in  the  calendar  year  in  which  the 
determination  under  this  subsection  is  made,  or 

"(B)  the  product  of  the  amount  prescribed  in  paragraph  (1) 
which  is  required  for  a  quarter  of  coverage  in  1978  and  the  ratio 
of  the  average  of  the  total  wages  (as  defined  in  regulations  of  the 
Secretary  and  computed  without  regard  to  the  limitations  specified 
in  section  209(a) )  reported  to  the  Secretary  of  the  Treasury  or  his 
delegate  for  the  calendar  year  before  the  year  in  which  the  deter- 
mination under  this  paragraph  is  made  to  the  average  of  the  total 
wages  (as  so  defined  and  computed)  reported  to  the  Secretary  of 
the  Treasury  or  his  delegate  for  1976  (as  published  in  the  Federal 
Register  in  accordance  with  section  215(a)  (1)  (D)), 
ivith  such  product,  if  not  a  multiple  of  $10,  being  rounded  to  the  next 
higher  multiple  of  $10  where  such  amount  is  a  multiple  of  $5  but  not 
of  $10  and  to  the  nearest  multiple  of  $10  in  any  other  case". 

(c)  The  amendments  made  by  this  section  shall  be  effective  Janu- 
ary 1, 1978. 

TECHNICAL  AND  CONFORMING  AMENDMENTS 

Sec.  353.  (a)  (1)  Section  203(f)  (8)  (B)  (i)  of  the  Social  Security 
Act  is  amended  by  striking  out  uioas"  wherever  it  appears  and  in- 
serting in  lieu  thereof 

(2)  Section  203(f)  (8)  (B)  (ii)  of  such  Act  is  amended  to  read  as 
follows  : 

"(ii)  the  product  of  the  exempt  amount  described  in  clause 
(i)  and  the  ratio  of  (I)  the  average  of  the  total  wages  (as  de- 
fined in  regulations  of  the  Secretary  and  computed  without 
regard  to  the  limitations  specified  in  section  209(a) )  reported 
to  the  Secretary  of  the  Treasury  or  his  deleaate  for  the  cal- 
endar year  before  the  calendar  year  in  which  the  determina- 
tion under  subparagraph  (A)  is  made  to  (U)  the  average  of 
the  total  wages  (as  so  defined,  and  computed)  reported  to  the 
Secretary  of  the  Treasury  or  his  delegate  for  the  calendar  year 
before  the  most  recent  calendar  year  in  ichich  an  increase  in 
the  exempt  amount  was  enacted  or  a  determination  resulting 
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in  such  an  increase  was  made  under  subparagraph  (A),  with 
such  product,  if  not  a  multiple  of  $10,  being  rounded  to  the 
next  higher  multiple  of  $10  where  such  product  is  a  multiple 
of  $5  but  not  of  $10  and  to  the  nearest  multiple  of  $10  in  any 
other  case.". 

(b)  (1)  The  first  sentence  of  section  218(c)(8)  of  such  Act  is 
amended  by  striking  out  "quarter''1  wherever  it  appears  and  inserting 
in  lieu  thereof  "year",  and  by  striking  out  "$50"  mid  inserting  in  lieu 
thereof  "$100". 

(2)  Section  218(g)  (1)  of  such  Act  is  amended  by  striking  out 
"quarter"  and  inserting  in  lieu  thereof  "year". 

(3)  Section  218 (q)  (4-)  (B)  of  such  Act  is  amended  by  striking  out 
"any  calendar  quarters"  and  inserting  in  lieu  thereof  "a  calendar  year" 
and  by  striking  out  "such  calendar  quarters"  and  inserting  in  lieu 
thereof  "such  calendar  year". 

(It.)  Section  218 (q)  (6)  (B)  of  such  Act  is  amended  by  striking  out 
"calendar  quarters  designated  by  the  State  in  such  wage  reports  as 
the"  and  inserting  in  lieu  thereof  "period  or  periods  designated  by  the 
State  in  such  wage  reports  as  the  period  or". 

(5)  Section  218(r)  (1)  of  such  Act  is  amended — 

(A)  by  striking  out  "quarter"  in  the  matter  before  clause  (A) 
and  inserting  in  lieu  thereof  "year", 

(B)  by  striking  out  "in  which  occurred  the  calendar  quarter" 
in  clause  (A),  and 

(C)  by  striking  out  "quarter"  in  clause  (B)  and  inserting  in 
lieu  thereof  "year". 

(c)  (1)  Effective  ivith  respect  to  estimates  for  calendar  years  be- 
ginning after  December  31.  1977,  section  224(a)  of  such  Act  is 
amended  by  striking  out  the  last  sentence. 

(2)  Section  224  if)  (2)  of  such  Act  is  amended  to  read  as  follows : 
"  (2)  In  making  the  redetermination  required  by  paragraph  (1),  the 
individual's  average  current  earnings  (as  defined  in  subsection  (a) ) 
shall  be  deemed  to  be  the  product  of — 

"  (A )  his  average  current  earnings  as  initially  determined  under 
subsection  (a)  ; 

"(B)  the  ratio  of  (i)  the  average  of  the  total  wages  (as  defined 
in  regulations  of  the  Secretary  and  computed  without  regard  to 
the  limitations  specified  in  section  209(a) )  reported  to  the  Secre- 
tary of  the  Treasury  or  his  delegate  for  the  calendar  year  before 
the  year  in  which  such  redetermination  is  made  to  (ii)  the  average 
of  the  total  wages  (as  so  defined  and  computed)  reported  to  the 
Secretary  of  the  Treasury  or  his  delegate  for  calendar  year  1977 
or.  if  later,  the  calendar  year  before  the  year  in  which  the  reduc- 
tion was  first  computed  (but  not  counting  any  reduction  made- in 
benefits  for  a  previous  period  of  disability)  ;  and 

"(C)  in  any  case  in  which  the  reduction  was  first  computed  be- 
fore 1978,  the  ratio  of  (i)  the  average  of  the  taxable  \oages  re- 
ported to  the  Secretary  for  the  first  calendar  guarter  of  1977  to 
(ii)  the  average  of  the  taxable  wages  reported  to  the  Secretary 
for  the  first  calendar  quarter  of  the  calendar  year  before  the  year 
in  which  the  reduction  was  first  computed  (but  not  counting  any 
reduction  made  in  benefits  for  a,  previous  period  of  disability) . 
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Any  amount  determined  under  this  paragraph  which  is  not  a  multiple 
of  $1  shall  he  reduced  to  the  next  lower  multiple  of  $1". 

(d)  Section  229  (a)  of  such  Act  is  amended — 

(1)  by  striking  out  "shall  be  deemed  to  have  been  paid,  in  each 
calendar  quarter  occurring  after  1956  in  ivhich  he"  and  inserting 
in  lieu  thereof    if  he",  and 

(2)  by  striking  out  "wages  (in  addition  to  the  wages  actually 
paid  to  him  for  such  service)  of  $300"  at  the  end  thereof  and  in- 
serting in  lieu  thereof  the  following :  "shall  be  deemed  to  have 
been  paid — 

"(i)  in  each  calendar  quarter  occurring  after  1966  and  before 
1978  in  which  he  was  paid  such  wages,  additional  ivages  of  $300. 
and 

"(2)  in  each  calendar  year  occurring  after  1977  in  which  he 
was  paid  such  wages,  additional  wages  of  $100  for  each  $300  of 
such  ivages,  up  to  a  maximum  of  $1$00  of  additional  wages  for 
any  calendar  year.". 

(e)  (1)  Section  230(b)  of  such  Act  is  amended  by  striking  out  the 
last  sentence. 

(2)  Section  230(b)  (1)  of  such  Act  is  amended  to  read  as  follows : 
"(1)  the  contribution  and  benefit  base  which  is  in  effect  with 

respect  to  remuneration  paid  in  (and  taxable  years  beginning  in) 
the  calendar  year  in  which  the  determination  under  subsection 
(a)  is  made,  and". 

(3)  Section  230(b)  (2)  of  such  Act  is  amended  to  read  is  follows: 
u(2)  the  ratio  of  (A)  the  average  of  the  total  wages  (as 

defined  in  regidations  of  the  Secretary  and  computed  tvithout  re- 
gard to  the  limitations  specified  in  section  209(a))  reported  to 
the  Secretary  of  the  Treasury  or  his  delegate  for  the  calendar 
year  before  the  calendar  year  in  which  the  determination  under 
subsection  (a)  is  made  to  (B)  the  average  of  the  total  wages  (as 
so  defined  and  computed)  reported  to  the  Secretary  of  the  Treas- 
ury or  his  delegate  for  the  calendar  year  before  the  most  recent 
calendar  year  in  which  an  increase  in  the  contribution  and  benefit 
base  was  enacted  or  a  determination  resulting  in  such  an  increase 
ivas  made  under  subsection  (a),". 

(f)  (1)  Effective  with  respect  to  convictions  after  December  31 ,  1977, 
section  202  (u)  (1)  (C)  of  such  Act  is  amended  by  striking  out  "quar- 
ter" wherever  it  appears  and  inserting  in  lieu  thereof  "year". 

(2)  (A)  Section  205(c)  (1)  of  such  Act  is  amended  by  striking  out 
"  (as  defined  in  section  211  (e) )  ". 

(B)  Section  205(c)  (1)  of  such  Act  is  further  amended  by  adding 
at  the  end  thereof  the  following  new  subparagraph: 

"(D)  The  term  'period"1  when  used  with  respect  to  self -employ- 
ment income  means  a  taxable  year  and  when  used  with  respect  to 
loages  means — 

"(i)  a  quarter  if  wages  were  reported  or  should  have  been 
reported  on  a  quarterly  basis  on  tax  returns  filed  with  the 
Secretary  of  the  Treasury  or  his  delegate  under  section  6011 
of  the  Internal  Revenue  Code  of  1954.  or  regulations  there- 
under (or  on  reports  filed  by  a  State  under  section  218(e)  or 
regulations  thereunder) , 
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"(it)  a  year  if  wages  were  reported  or  should  have  been 
reported  on  a  yearly  basis  on  such  tax  returns  or  reports,  or 
" (Hi)  the  half  year  beginning  January  1  or  July  1  in  the 
case  of  wages  which  were  reported  or  should  have  been  re- 
ported for  calendar  year  1937.". 
(C)  Section  205 (o)  of  such  Act  is  amended  by  inserting  "before 
1978"  after  "calendar  year". 

(g)  The  amendments  made  by  subsection  (b)  of  this  section  shall 
apply  with  respect  to  remuneration  paid  after  December  31,  1977, 
except  that  the  amendment  made  by  subsection  (b)  (2)  shall  apply  with 
respect  to  notices  submitted  by  the  States  to  the  Secretary  after  the 
date  of  the  enactment  of  this  Act.  The  amendments  made  by  subsections 
(d)  and  (/)  (2)  shall  be  effective  January  1,  1978.  Except  as  other- 
icise  specifically  provided,  the  remaining  amendments  made  by  this 
section  shall  be  effective  January  1, 1979. 

Subpart  2 — Amendments  to  the  Internal  Revenue  Code  of  1954 

DEDUCTION  OF  TAX  FROM  WAGES 

Sec.  355.  (a)  Section  3102(a)  of  the  Internal  Revenue  Code  of  1954 
is  amended  by  striking  out  "or  (C)  or  (10)",  and  by  inserting  after 
"is  less  than  $50;"  the  following :  "and  an  employer  who  in  any  cal- 
endar year  pays  to  an  employee  cash  remuneration  to  which  para- 
graph (7)  (C)  or  (10)  of  section  3121(a)  is  applicable  may  deduct 
an  amount  equivalent  to  such  tax  from  any  such  payment  of  remunera- 
tion, even  though  at  the  time  of  payment  the  total  amount  of  such 
remuneration  paid  to  the  employee  by  the  employer  in  the  calendar 
year  is  less  than  $100;". 

(b)  (1)  Paragraphs  (1)  and  (2)  of  section  3102(c)  of  such  Code 
are  each  amended  by  striking  out  "quarter"  ivherever  it  appears  and 
by  inserting  in  lieu  thereof  "year". 

(2)  Paragraph  (3)  of  section  3102(c)  of  such  Code  is  amended — 

(A)  by  striking  out  "quarter  of  the"  in  subparagraph  (A); 
and 

(B)  by  striking  out  "quarter"  wherever  it  appears  in  subpara- 
graphs (B)  and  (C)  and  inserting  in  lieu  thereof  "year". 

(c)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  remuneration  paid  and  to  tips  received  after  December  31,  1977. 

TECHNICAL  AND  CONFORMING  AMENDMENTS 

Sec.  356.  (a)  Sections  3121(a)  (7)  (C)  and  3121(a)  (10)  of  the  In- 
ternal Revenue  Code  of  1954  are  each  amended  by  striking  out  "quar- 
ter" wherever  it  appears  and  inserting  in  lieu  thereof  "year",  and  by 
striking  out  "$50"  and  inserting  in  lieu  thereof  "$100". 

(b)  Section  3121(a)  of  such  Code  is  amended  by  striking  out  "or" 
at  the  end  of  paragraph  (14),  by  striking  out  the  period  at  the  end 
of  paragraph  (15)  and  inserting  in  lieu  thereof  ";  or",  and,  by  adding 
after  paragraph  (15)  the  following  new  paragraph: 

"(16)  remuneration  paid  by  an  organization  exempt  from  in- 
come tax  under  section  501(a)  (other  than  an  organization  de- 
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scribed  in  section  Jfil  (a))  or  under  section  521  in  any  calendar 
year  to  an  employee  for  service  rendered  in  the  employ  of  such 
organization,  if  the  remuneration  paid  in  such  year  by  the  orga- 
nization to  the  employee  for  such  service  is  less  than  $100". 

(c)  Section  3121(b)  (10)  of  such  Code  is  amended  by  striking  out 
"(10)  (A)"  and  all  that  follows  down  through  "(B)  service"  and 
inserting  in  lieu  thereof  (10)  service",  and  redesignating  clauses  (i) 
and  (ii)  as  subparagraphs  (A)  and  (B) ,  respectively. 

(d)  Sections  3121(b)  (17)  (A)  and  3121(g)  (If)  (B)  of  such  O ode  are 
each  amended  by  striking  out  "quarter"  and  inserting  in  lieu  thereof 
"year". 

(e)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  remuneration  paid  and  services  rendered  after  December  31, 1977. 

Subpart  3 — Conforming  Amendment  to  the  Railroad  Retirement  Act 

of  197 % 

COMPUTATION  OF  EMPLOYEE  ANNUITIES 

Sec.  358.  (a)  The  last  sentence  of  section  3(f)  (1)  of  the  Railroad 
Retirement  Act  of  1974  is  amended — 

(1)  by  inserting  "paid  before  1978"  after  "in  the  case  of  wages", 
and 

(2)  by  inserting  "and  in  the  case  of  wages  paid  after  1977"  be- 
fore the  period  at  the  end  thereof. 

(b)  The  amendments  made  by  this  section  shall  be  effective  Janu- 
ary 1, 1978. 

Part  F — National  Commission  on  Social  Security 

ESTABLISHMENT  OF  COMMISSION 

Sec.  361.  (a)(1)  There  is  hereby  established  a  commission  to  be 
known  as  the  National  Commission  on  Social  Security  (hereinafter 
referred  to  as  the  "Commission") . 

(2)  (A)  The  Commission  shall  consist  of — 

(i)  five  members  to  be  appointed  by  the  President,  by  and  with 
the  advice  and  consent  of  the  Senate,  one  of  whom  shall,  at  the 
time  of  appointment,  be  designated  as  Chairman  of  the  Commis- 
sion ; 

(ii)  two  members  to  be  appointed  by  the  Speaker  of  the  House 
of  Representatives  ;  and 

(Hi)  two  members  to  be  appointed  by  the  President  pro  tem- 
pore of  the  Senate. 

(B)  At  no  time  shall  more  than  three  of  the  members  appointed  by 
the  President,  one  of  the  members  appointed  by  the  Speaker  of  the 
House  of  Representatives,  or  one  of  the  members  appointed  by  the 
President  pro  tempore  of  the  Senate  be  members  of  the  same  political 
party. 

(C)  The  membership  of  the  Commission  shall  consist  of  individuals 
who  are  of  recognized  standing  and  distinction  and  who  possess  the 
demonstrated  capacity  to  discharge  the  duties  imposed  on  the  Com- 
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mission,  and  shall  include  representatives  of  the  private  insurance  in- 
dustry and  of  recipients  and  potential  recipients  of  benefits  under  the 
programs  involved  as  well  as  individuals  whose  capacity  is  based  on 
a  special  knowledge  or  expertise  in  those  programs.  No  individual  who 
is  otherwise  an  officer  or  full-time  employee  of  the  United  States  shall 
serve  as  a  member  of  the  Commission. 

(D)  The  Chairman  of  the  Commission  shall  designate  a  member  of 
the  Commission  to  act  as  Vice  Chairman  of  the  Commission. 

(E)  A  majority  of  the  members  of  the  Commission  shall  constitute 
a  quorum,  but  a  lesser  number  may  conduct  hearings. 

(F)  Members  of  the  Commission  shall  be  appointed  for  a  term  of 
two  years. 

(G)  A  vacancy  in  the  Commission  shall  not  affect  its  powers,  but 
shall  be  filled  in  the  same  manner  as  that  herein  provided  for  the 
appointment  of  the  member  first  appointed  to  the  vacant  position. 

(3)  Members  of  the  Commission  shall  receive  $138  per  diem  while 
engaged  in  the  actual  performance  of  the  duties  vested  in  the  Com- 
mission, plus  reimbursement  for  travel,  subsistence,  and  other  neces- 
sary expenses  incurred  in  the  performance  of  such  duties. 

(If)  The  Commission  shall  meet  at  the  call  of  the  Chairman,  or  at  the 
call  of  a  majority  of  the  members  of  the  Commission;  but  meetings  of 
the  Commission  shall  be  held  not  less  frequently  than  once  in  each 
calendar  month  which  begins  after  a  majority  of  the  authorized  mem- 
bership of  the  C  ommission  has  first  been  appointed. 

(b)(1)  It  shall  be  the  duty  and  function  of  the  Commission  to  con- 
duct a  continuing  study,  investigation,  and  review  of — 

(A)  the  Federal  old-age,  survivors,  and  disability  insurance 
program  established  by  title  II  of  the  Social  Security  Act;  and 

(B)  the  health  insurance  programs  established  by  title  XVIII 
of  such  Act. 

(2)  Such  study,  investigation,  and  review  of  such  programs  shall 
include  (but  not  be  limited  to)  — 

(A)  the  fiscal  status  of  the  trust  funds  established  for  the  fi- 
nancing of  such  programs  and  the  adequacy  of  such  trust  funds 
to  meet  the  immediate  and  long-range  financing  needs  of  such 
programs; 

(B)  the  scope  of  coverage,  the  adequacy  of  benefits  including 
the  measurement  of  an  adequate  retirement  income,  and  the  con- 
ditions of  qualification  for  benefits  provided  by  such  programs 
including  the  application  of  the  retirement  income  test  to  un- 
earned as  ivell  as  earned  income; 

(C)  the  impact  of  such  programs  on,  and  their  relation  to, 
public  assistance  programs,  nongovernmental  retirement  and  an- 
nuity programs,  medical  service  delivery  systems,  and  national 
employment  practices; 

(D)  any  inequities  (whether  attributable  to  provisions  of  law 
relating  to  the  establishment  and  operation  of  such  programs,  to 
rules  and  regulations  promulgated  in  connection  toith  the^  admin- 
istration of  such  programs,  or  to  administrative  practices  and 
procedures  employed  in  the  carrying  out  of  such  programs) 
which  affect  substantial  numbers  of  individuals  ivho  are  insured 
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or  otherwise  eligible  for  benefits  under  such  programs,  including 
inequities  and  inequalities  arising  out  of  marital  status,  sex,  or 
similar  classifications  or  categories  / 

(E)  possible  alternatives  to  the  current  Federal  programs  or 
particular  aspects  thereof,  including  but  not  limited  to  (i)  a 
phasing  out  of  the  payroll  tax  with  the  financing  of  such  programs 
being  accomplished  in  some  other  manner  (including  general 
revenue  funding  and  the  retirement  bond),  (ii)  the  establishment 
of  a  system  providing  for  mandatory  participation  in  any  or  all 
of  the  Federal  programs,  (Hi)  the  integration  of  such  current 
Federal  nronrams  with  private  retirement  programs,  and  (iv) 
the  establishment  of  a  system  permitting  covered  individuals  a 
choice  of  public  or  private  programs  or  both; 

(F)  the  need  to  develop  a  special  Consumer  Price  Index  for 
the  elderly,  including  the  financial  impact  that  such  an  index 
would  have  on  the  costs  of  the  programs  established  under  the 
Social  Security  Act;  and 

(G)  methods  for  effectively  implementing  the  recommendations 
of  the  Commission. 

(S)  In  order  to  provide  an  effective  opportunity  for  the  general 
public  to  participate  fully  in  the  study,  investigation,  and  review  under 
this  section,  the  Commission,  in  conducting  such  study,  investigation, 
and,  review,  shall  hold  public  hearings  in  as  many  different  geographi- 
cal areas  of  the  country  as  possible.  The  residents  of  each  area  where 
such  a  hearing  is  to  be  held  shall  be  given  reasonable  advance  notice 
of  the  hearing  and  an  adequate  opportunity  to  appear  and  express 
their  views  on  the  matters  under  consideration. 

(c)  (I)  No  later  than  four  months  niter  the  date  on  which  a  majority 
of  the  authorized  membership  of  the  Commission  is  initially  appointed, 
the  Commission  shall  submit  to  the  President  and,  the  Congress  a 
special  report  describma  the  Commnssim^s  plavs  for  conductinq  the 
study,  investigation,  and  review  under  subsection  (b),  with  particular 
reference  to  the  scope  of  such  study,  investigation,  and  revieiv  and 
the  methods  proposed  to  be  used  in  conducting  it. 

(2)  At  or  before  the  close  of  each  of  the  first  ft  no  years  after  the  date 
on  which  a  majority  of  the  authorized  membership  of  the  Commission 
is  initially  appointed,  the  Commission  shall  submit  to  the  President 
and  the  Congress  an  annual  report  on  the  study,  in v^sti nation,  and 
revieiv  under  subsection  (b^ ,  together  with  its  recommend  at.i  ops  toith 
respect  to  the  programs  invoiced.  The  second,  such  report  shaff  con- 
stitute the  final  revort  of  the  Commission,  on  such  study,  investigation, 
and  review,  and  shall  include  its  final  recommendation* ;  and,  upon  the 
submission  of  such  final  revort  the  Com/mission  shnJJ  opase  to  exist. 

(d)  (1)  The  Commission  shall  appoint  an  Executive  Director  of  the 
Commission  who  shall  be  compensated  at  a  rate  -fixed  by  the  Commis- 
sion, but,  lohich  shall  not  exceed,  the  rate  established  for  level  V  of 
the  Executive  Schedule  by  title  />.  United  Stales  Code. 

(2)  In  addition  to  the  Executive  Director,  the  Commission  shall 
have  the  powder  to  appoint  and  fix  the  compensation  of  such  personnel 
as  it,  deems  advisable,  in  accordance  with  the  provisions  of  title  5, 
United  States  Code,  governing  appointments  to  the  competitive  semi- 
ice,  and,  the  provisions  of  chanter  51  and  subchapter  jjj  0f  chapter  53 
of  such  title,  relating  to  classification  and  General  Schedule  pay  rates. 
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(e)  In  carrying  out  its  duties  under  this  section,  the  Commission, 
or  any  duly  authorized  committee  thereof,  is  authorized  to  hold  such 
hearings,  sit  and  act  at  such  times  and  places*  and  take  such  testimony, 
with  respect  to  matters  with  respect  to  which  it  has  a  responsibility 
under  this  section,  as  the  Commission  or  such  committee  may  deem 
advisable.  The  Chairman  of  the  Commission  or  any  member  au- 
thorized by  him-  may  administer  oaths  or  affirmations  to  loitnesses 
appearing  before  the  Commission  or  before  any  committee  thereof. 

(f)  The  Commission  may  secure  directly  from  any  department  or 
agency  of  the  United  States  such  data  and  information  as  may  be 
necessary  to  enable  it  to  carry  out  its  duties  under  this  section.  Upon 
request  of  the  Chairman  of  the  Commission,  any  such  department  or 
agency  shall  furnish  any  such  data  or  information  to  the  Commission. 

(g)  The  General  Services  Administration  shall  provide  to  the  Com- 
mission, on  a  reimbursable  basis  such  administrative  support  services 
as  the  Commission  may  request. 

(h)  There  are  hereby  authorized  to  be  appropriated  such  sums  as 
may  be  necessary  to  carry  out  this  section. 

(i)  It  shall  be  the  duty  of  the  Health  Insurance  Benefits  Advisory 
Council  (established  by  section  1867  of  the  Social  Security  Act)  to 
provide  timely  notice  to  the  Commission  of  any  meeting,  and  the 
Chairman  of  the  Commission  (or  his  delegate)  shall  be  entitled  to 
attend  any  such  meeting. 

Part  G — Miscellaxeous  Provisions 

APPOIXTMEXT  OF  HEARIXG  EX  A  MIXERS 

Sec.  371.  The  persons  who  were  appointed  to  serve  as  hearing  exam- 
iners under  section  1631  (d)  (2)  of  the  Social  Security  Act  (as  in  effect 
prior  to  January  2, 1976) ,  and  who  by  section  3  of  Public  Law  9^-202 
were  deemed  to  be  appointed  under  section  3105  of  title  5,  United 
States  Code  (with  such  appointments  terminating  no  later  than  at 
the  close  of  the  pemod  ending  December  31,  1978),  shall  be  deemed 
appointed  to  career-absolute  positions  as  hearing  examiners  under 
and  in  accordance  with  section  3105  of  title  5,  United  States  Code, 
with  the  same  authority  and  tenure  (without  regard  to  the  expiration 
of  such  period)  as  hearing  examiners  appointed  directly  under  such 
section  3105,  and  shall  receive  compensation  at  the  same  rate  as 
hearing  examiners  appointed  by  the  Secretary  of  Health.  Education, 
and  Welfare  directly  under  such  section  3105.  All  of  the  provisions  of 
title  5,  United  States  Code,  and  the  regulations  promulgated  pursuant 
thereto,  which  are  applicahle  to  hearing  examiners  appointed  under 
such  section  3105,  shall  apply  to  the  persons  described  in  the  preceding 
sentence. 

REPORT  OF  ADVISORY  C0UXCIL  OX  SOCIAL  SECURITY 

Sec.  372.  N otwith standing  the  provisions  of  section  706(d)  of  the 
Social  Security  Act,  the  report  of  the  Advisory  Council  on  Social 
Security  which  is  due  not  later  than  January  1.  1979,  may  be  filed  at 
any  date  prior  to  October  1, 1979. 
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TITLE  IV-PROVISIONS  RELATING  TO  CERTAIN  STATE 
WELFARE  AND  SERVICE  PROGRAMS  RECEIVING 
FEDERAL  FINANCIAL  ASSISTANCE 

FISCAL  RELIEF  FOR  STATES  AND  POLITICAL  SUBDIVISIONS  WITH  RESPECT  TO 
COSTS  OF  WELFARE  PROGRAMS 

Sec.  AOL  Section  403  of  the  Social  Security  Act  u \  amended— 

(1)  in  subsection  (a),  by  adding  at  the  end  thereof  the  follow- 
ing new  paragraph : 

"In  the  case  of  calendar  quarters  beginning  after  September  ju, 
1977,  and  prior  to  April  /,  1978,  the  amount  to  be  paid  to  each  State 
(as  determined  under  the  preceding  provisions  of  this  subsection  or 
section  111%  as  the  case  may  be)  shall  be  increased  in  accordance  with 
the  provisions  of  subsection  (i)  of  this  section.";  and 

(2)  by  adding  at  the  end  thereof  the  following  new  subsection: 
u(i)(l)  In  the  case  of  any  calendar  quarter  which  begins  after 

September  30,  1977,  and  prior  to  April  1,  1978,  the  amount  payable 
(as  determined  under  subsection  (a)  or  section  1118,  as  the  case  may 
be)  to  each  State  which  has  a  State  plan  approved  under  this  part 
shall  (subject  to  the  succeeding  paragraphs  of  this  subsection)  be 
increased  by  an  amount  equal  to  the  sum  of  the  following: 

"(A)  an  amount  which  bears  the  same  ratio  to  $16,750,000  as 
the  amount  expended  as  aid  to  families  with  dependent  children 
under  the  State  plan  of  such  State  during  the  month  of  Decem- 
ber 1976  bears  to  the  amount  expended  as  aid  to  families  with 
dependent  children  under  the  State  plans  of  all  States  during 
such  month,  and 

"(B)(i)  in  the  case  of  Puerto  Rico,  Guam,  and  the  Virgin 
Islands,  an  amount  equal  to  the  amount  determined  under  sub- 
paragraph (A)  luith  resvect  tosuch  State,  or 

u(ii)  in  the  case  of  any  other  State,  an  amount  which  bears 
the  same  ratio  to  $1$, 7 50, 000,  minus  the  amounts  determined  under 
clause  (i)  of  this  subparagraph,  as  the  amount  allocated  to  such 
State  under  section  106  of  the  State  and  Local  Fiscal  Assistance 
Act  of  1972,  for  the  most  recent  entitlement  period  for  which 
allocations  have  been  made  under  such  section  prior  to  the  date  of 
the  enactment  of  this  subsection,  bears  to  the  total  of  the  amounts 
allocated  to  all  Stales  under  such  section  106  for  such  period. 
"(2)  As  a  condition  of  any  State  receiving  an  increase,  by  reason 
of  the  application  of  the  foregoing  provisions  of  this  subsection,  in 
the  amount  determined  for  such  State  pursuant  to  subsection  (a)  or 
under  section  1118  (as  the  case  may  be) ,  such  State  must  agree  to  pay 
to  any  political  subdivision  thereof  which  participates  in  the  cost  of 
the  Staters  plan  approved  under  this  part,  during  any  calendar  quar- 
ter with  respect  to  which  such  increase  applies,  so  much  of  such  in- 
crease as  does  not  exceed  100  per  centum  of  such  political  subdivisions 
financial  contribution  to  the  State's  plan  for  such  quarter. 

"(3)  Notwithstanding  any  other  provision  of  this  part,  the  amount 
payable  to  any  State  by  reason  of  the  preceding  provisions  of  this  sub- 
section for  calendar  quarters  prior  to  April  1, 1978,  shall  be  made  in  a 
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single  installment,  which  shall  he  payable  as  shortly  after  October  1, 
7,9/7.  as  is  administratively  feasible:''. 

INCENTIVE  ADJUSTMENTS  FOR  QUALITY  CONTROL  IN  FEDERAL  FINANCIAL 
PARTICIPATION  IN  AID  TO  FAMILIES  WITH  DEPENDENT  CHILDREN  PROGRAMS 

Sec.  402.  (a)  Section  403  of  the  Social  Security  Act  is  amended  by 
adding  after  subsection  (i)  (as  added  by  section  401  of  this  Act)  the 
following  new  subsection: 

"(j)  If  the  dollar  error  rate  of  aid  furnished  by  a  State  under  its 
State  plan  approved  under  this  part  with  respect  to  any  six-month 
period,  as  based  on  samples  and  evaluations  thereof,  is — 

"(.7)  at  least  4  per  centum,  the  amount  of  the  Federal  financial 
participation  in  the  expenditures  made  by  the  State  in  carrying 
out  such  plan  during  such  period  shall  be  determined  without 
regard  to  the  provisions  of  this  subsection;  or 

"  (2)  less  than  4  per  centum,  the  amount  of  the  Federal  finan- 
cial participation  in  the  expenditures  made  by  the  State  in  carry- 
ing out  such  plan  during  such  period  shall  be  the  amount  deter- 
mined without  regard  to  this  subsection,  plus,  of  the  amount  by 
which  such  expenditures  are  less  than  they  would  have  been  if  the 
erroneous  excess  payments  of  aid  had  been  at  a  rate  of  4  VeT 
centum — 

"(A)  10  per  centum  of  the  Federal  share  of  such  amount* 
in  case  such  rate  is  not  less  than  3.5  per  centum, 

U(B)  20  per  centum  of  the  Federal  share  of  such  amount^ 
in  case  such  rate  is  at  least  S.O  per  centum  but  less  than  3.5 
per  centum, 

"(C)  30  per  centum  of  the  Federal  share  of  such  amount, 
in  case  sueh  rate  is  at  least  2.5  per  centum  but  less  than  3.0 
per  centum. 

U(D)  40  per  centum  of  the  Federal  share  of  such  amount, 
in  case  such  rate  is  at  least  2.0  per  centum  but  less  than  2.5 
per  centum, 

"(E)  50  per  centum  of  the  Federal  share  of  such  amount, 
in  case  such  rate  is  less  than  2.0  per  centum. 
For  purposes  of  this  subsection  (i)  the  term  ''dollar  error  rate  of  aid'* 
•means  the  total  of  the  dollar  error  rates  of  aid  for  (I)  payments  to 
ineligible  families  receiving  assistance:  (II)  overpayments  to  eligible 
families  receiving  assistance :  (III)  underpayments  to  eligible  families 
receiving  assistance;  and  (IV)  nonpayments  to  eligible  families  not 
receiving  assistance  due  to  erroneous  terminations  or  denials,  and  (ii) 
the  term  Erroneous  excess  payments.'  means  the  total  of  (I)  erroneous 
payments  to  ineligible  families  receiving  assistance,  and  (II)  over- 
payments to  eligible  families  receiving  assistance  " . 

(b)  Payments  may  be  made  under  the  amendment  made  by  subsec- 
tion (a)  only  in  the  case  of  periods  commencing  on  or  after  Janu- 
ary 1, 1978. 

ACCESS  TO  WAGE  INFORMATION 

Sec.  403.  (a)  Part  A  of  title  IV  of  the  Social  Security  Act  is  amended 
by  adding  after  section  410  the  following  new  section: 


58 


"ACCESS  TO  WAGE  INFORMATION 

"Sec.  4,11.  (a)  Notwithstanding  any  other  provision  of  law,  the  Sec- 
retary shall  make  available  to  States  and  political  subdivisions  thereof 
wage  information  contained  in  the  records  of  the  Social  Security 
Administration  which  is  necessary  (as  determined  by  the  Secretary 
in  regulations)  for  purposes  of  determining  an  individual's  eligibility 
for  aid  or  services,  or  the  amount  of  such  aid  or  services,  under  a  State 
plan  for  aid  and  services  to  needy  families  with  children  approved 
under  this  part,  and  which  is  specifically  requested  by  such  State  or 
political  subdivision  for  such  purposes. 

"(b)  The  Secretary  shall  establish  such  safeguards  as  are  necessary 
(as  determined  by  the  Secretary  tinder  regulations)  to  insure  that 
information  made  available  under  the  provisions  of  this  section  is  used 
only  for  the  purposes  authorized  by  this  section  ". 

(b)  Section  3304(a)  of  the  Federal  Unemployment  Tax  Act  is 
amended  by  redesignating  paragraph  (16)  as  paragraph  (17)  and  by 
inserting  after  paragraph  (15)  the  following  new  paragraph: 

"(16)  (A)  wage  information  contained  in  the  records  of  the 
agency  administering  the  State  law  which  is  necessary  (as  deter- 
mined by  the  Secretary  of  Health,  Education,  and  Welfare  in 
regulations)  for  purposes  of  determining  an  individuals  eligibil- 
ity for  aid  or  services,  or  the  amount  of  such  aid  or  services,  under 
a  State  plan  for  aid  and  services  to  needy  families  with  children 
approved  under  part  A  of  title  IV  of  the  Social  Security  Act,  shall 
be  made  available  to  a  State  or  political  subdivision  thereof  when 
such  information  is  specifically  requested  by  such  State  or  political 
subdivision  for  such  purposes,  and 

"(B)  such  safeguards  are  established  as  are  necessary  (as  deter- 
mined by  the  Secretary  of  Health,  Education,  and  Welfare  in 
regulations)  to  insure  that  such  information  is  used  only  for  the 
purposes  authorized  under  subparagraph  (A);". 

(c)  Section  402(a)  of  the  Social  Security  Act  is  amended — 

(1)  by  striking  out  the  word  "and"  at  the  end  of  paragraph 

(2)  by  striking  out  the  period  at  the  end  of  paragraph  (28)  and 
inserting  in  lieu  thereof  a  semicolon  and  the  word  "and";  and 

(3)  by  adding  at  the  end  thereof  the  following  new  paragraph: 
"(29)  effective  October  1,  1979,  provided  that  wage  informa- 
tion available  from  the  Social  Security  Administration  under 
the  provisions  of  section  4H  of  this  Act,,  and  toage  information 
available  (under  the  provisions  of  section  3 30 4(a)  (16)  of  the 
Federal  Unemployment  Tax  Act)  from  agencies  administering 
State  unemployment  compensation  laws,  shall  be  requested  and 
utilized  to  the  extent  permitted  under  the  provisions  of  such  sec- 
tions; except  that  the  State  shall  not  be  required  to  request  such 
information  from  the  Social  Security  Administration  where  such 
information  is  available  from  the  agency  administering  the  State 
unemployment  compensation  laws.". 

(d)  The  amendments  made  by  this  section  shall  be  effective  on  the 
date  of  the  enactment  of  this  Act. 
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STATE  DEMONSTRATION  PROJECTS 

Sec.  404"  Section  1115  of  the  Social  Security  Act  is  amended — 

(1)  by  inserting  u(a)y'  after  "Sec.  1115."; 

(2)  by  redesignating  subsections  (a)  and  (b)  as  paragraphs 
(1)  and  (2) ,  respectively;  and 

(3)  by  adding  at  the  end  thereof  the  following  new  subsection : 
u(b)  (1)  In  order  to  permit  the  States  to  achieve  more  efficient  and 

effective  use  of  funds  for  public  assistance,  to  reduce  dependency,  and 
to  improve  the  living  conditions  and  increase  the  incomes  of  individ- 
uals ivho  are  recipients  of  public  assistance,  any  State  having  an  ap- 
proved plan  under  part  A  of  title  IV  may,  subject  to  the  provisions 
of  this  subsection,  establish  and  conduct  not  more  than  three  demon- 
stration projects.  In  establishing  and  conducting  any  such  project  the 
State  shall — 

"(A)  provide  that  not  more  than  one  such  project  be  conducted 
on  a  statetoide  basis; 

U(B)  provide  that  in  making  arrangements  for  public  service 
employment — 

"(i)  appropriate  standards  for  the  health,  safety,  and 
other  conditions  applicable  to  the  performance  of  work  and 
training  on  such  project  are  established  and  will  be  main- 
tained, 

"  (it)  such  project  will  not  result  in  the  displacement  of  em- 
ployed workers, 

"  (Hi)  each  participant  in  such  project  shall  be  compensated 
for  work  performed  by  him  at  an  hourly  rate  equal  to  the 
prevailing  hourly  wage  for  similar  ivork  in  the  locality  where 
the  participant  performs  such  work  (and,  for  purposes  of 
this  clause,  benefits  payable  under  the  State's  plan  approved 
under  part  A  of  title  IV  of  the  family  of  which  such  par- 
ticipant is  a  member  shall  be  regarded  as  compensation  for 
work  performed  by  such  participant) , 

u(iv)  with  respect  to  such  project  the  conditions  of  work, 
training,  education,  and  employment  are  reasonable  in  the 
light  of  such  factors  as  the  type  of  work,  geographical  region, 
and  proficiency  of  the  participant,  and 

u(v)  appropriate  workmen's  compensation  protection  is 
provided  to  all  participants ;  and 
"(C)  provide  that  participation  in  such  project  by  any  individ- 
ual receiving  aid  to  families  with  dependent  children  be  volun- 
tary. 

"(2)  Any  State  which  establishes  and  conducts  demonstration  proj- 
ects under  this  subsection  may,  subject  to  paragraph  (3),  with  respect 
to  any  such  project — 

"  (A)  waive,  subject  to  paragraph  (3) ,  any  or  all  of  the  require- 
ments of  sections  402(a)(1)  (relating  to  statewide  operation), 
402(a)  (3)  (relating  to  administration  by  a  single  State  agency), 
402(a)  (8)  (relating  to  disregard  of  earned  income),  except  that 
no  such  waiver  of  102(a)  (8)  shall  operate  to  waive  any  amount  in 
excess  of  one-half  of  the  earned  income  of  any  individual,  and  402 
(a.)  (19)  (relating  to  the  tvork  incentive  program) ; 
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"  (B)  subject  to  paragraph  (4) ,  use  to  cover  the  costs  of  the  proj- 
ect such  funds  as  are  appropriated  for  payment  to  such  State  with 
respect  to  the  assistance  which  is  or  would,  except  for  participa- 
tion in  a  project  under  this  subsection,  be  payable  to  individuals 
participating  in  such  projects  under  part  A  of  title  IV  for  any 
fiscal  year  in  ivhich  such  projects  are  conducted;  and 

"(C)  use  such  funds  as  are  appropriated  for  payments  to  States 
under  the  State  and  Local  Fiscal  Assistance'  Act  of  1972  for  any 
fiscal  year  in  which  the  project  is  conducted  to  cover  so  much  of 
the  costs  of  salaries  for  individuals  participating  in  public  serv-< 
ice  employment  as  is  not  covered  through  the  use  of  funds  made 
available  under  subparagraph  (B). 
"(3)  (A)  Any  State  ivhich  wishes  to  establish  and  conduct  demon- 
stration projects  under  the  provisions  of  this  subsection  shall  submit 
an  application  to  the  Secretary  in  such  form  and  containing  such  in- 
formation as  the  Secretary  may  require.  Whenever  any  State  submits 
such  an  application  to  the  Secretary,  it  shall  at  the  same  time  issue 
public  notice  of  that  fact  together  with  a  general  description  of  the 
project  with  respect  to  ivhich  the  application  is  submitted,  and  shall 
invite  comment  thereon  from  interested  parties  and  comments  thereon 
may  be  submitted,  within  the  30-day  period  beginning  with  the  date 
the  application  is  submitted  to  the  Secretary,  to  the  State  or  the  Secre- 
tary by  such  parties.  The  State  shall  also  make  copies  of  the  applica- 
tion available  for  public  inspection.  The  Secretary  shall  also  im- 
mediately publish  a  summary  of  the  proposed  project,  make  copies  of 
the  application  available  for  public  inspection,  and  receive  and  con- 
sider comments  submitted  with  respect  to  the  application.  A  State 
shall  be  authorized  to  proceed  with  a  project  submitted  under  this 
subsection — 

"(i)  when  such  application  has  been  approved  by  the  Secretary 
(which  shall  be  no  earlier  than  30  days  following  the  date  the  ap- 
plication is  submitted  to  him)  ,  or 

"  (ii)  60  days  after  the  date  on  which  such  application  is  sub- 
mitted to  the  Secretary  unless,  during  such  60  day  period,  he  denies 
the  application. 

"(B)  Notwithstanding  the  provisions  of  paragraph  (2)  (A),  the 
Secretary  may  review  any  waiver  made  by  a  State  under  such  para- 
graph. Upon  a  finding  that  any  such  waiver  is  inconsistent  with  the 
purposes  of  this  subsection  and  the  purposes  of  part  A  of  title  IV,  the 
Secretary  may  disapprove  such  waiver.  The  project  ivith  respect  to 
ivhich  any  such  disapproved  waiver  was  made  shall  be  terminated 
by  such  State  not  later  than  the  last  day  of  the  month  following  the 
month  in  which  such  waiver  was  disapproved. 

"  (If)  Any  amount  payable  to  a  State  under  section  403(a)  on  behalf 
of  an  individual  participating  in  a  project  under  this  section  shall  not 
be  increased  by  reason  of  the  participation  of  such  individual  in  any 
demonstration  project  conducted  under  this  subsection  over  the  amount 
which  would  be  payable  if  such  individual  were  receiving  aid  to  fam- 
ilies with  dependent  children  and  not  participating  in  such  project. 

"(5)  Participation  in  a  project  established  under  this  section  shall 
not  be  considered  to  constitute  employment  for  purposes  of  any  finding 
with  respect  to  'unemployment  as  that  term  is  used  in  section  407. 
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"  (6)  Any  demonstration  project  established  and  conducted  pursuant 
to  the  provisions  of  this  subsection  shall  be  conducted  for  not  longer 
than  two  years.  All  demonstration  projects  established  and  conducted 
pursuant  to  the  provisions  of  this  subsection  shall  be  terminated  not 
later  than  September  SO,  1980 P. 

REIMBURSEMENT  FOR  ERRONEOUS  STATE  SUPPLEMENTARY  PAYMENTS 

Sec.  405.  (a)  Notwithstanding  any  other  provision  of  law,  the  Secre- 
tary of  Health.  Education,  and  Welfare  is  authorized  and  directed 
to  pay  to  each  State  an  amount  equal  to  the  amount  expended  by  such 
State  far  erroneous  supplementary  payments  to  aged,  blind,  or  disabled 
individuals  lohenever,  and  to  the  extent  to  ichich,  the  Secretary  through 
an  audit  by  the  Department  of  Health,  Education,  and  Welfare  which 
has  been  reviewed  and  concurred  in  by  the  Inspector  General  of  such 
department  determines  that — 

(1)  such  amount  was  paid  by  such  State  as  a  supplementary 
payment  during  the  calendar  year  1974-  pursuant  to  an  agreement 
betioeen  the  State  and  the  Secretary  required  by  section  212  of  the 
Act  entitled  "An  Act  to  extend  the  Renegotiation  Act  of  1951  for 
one  year,  and  for  other. purposes",  approved  July  9, 197 S,  or  such 
amount  teas  paid  by  such  State  as  an  optional  State  supplementa- 
tion, as  defined  in  section  1616  of  the  Social  Security  Act,  during 
the  calendar  year  1974, 

(2)  the  erroneous  payments  were  the  result  of  good  faith  reli- 
ance by  such  State  upon  erroneous  or  incomplete  information  sup- 
plied by  the  Department  of  Health,  Education,  and  Welfare, 
through  the  State  data  exchange,  or  good  faith  reliance  upon  in- 
correct supplemental  security  income  benefit  payments  made  by 
such  department,  and 

(3)  recovery  of  the  erroneous  payments  by  such  State  tvould 
be  impossible  or  unreasonable. 

(b)  There  are  authorized  to  be  appropriated  such  sums  as  are  neces- 
sary to  carry  out  the  provisions  of  this  section. 

TITLE  V— MISCELLANEOUS 

COVERAGE  UNDER  MEDICARE  OF  CERTAIN  POWER-OPERATED  WHEELCHAIRS 

Sec.  501.  (a)  Section  1861 (s)  (6)  of  the  Social  Security  Act  is 
amended  by  inserting  after  "wheelchairs"  the  following:  " (which  may 
include  a  power-operated  vehicle  that  may  be  appropriately  used  as  a 
ivheelchair,  but  only  where  the  use  of  such  a  vehicle  is  determined  to  be 
necessary  on  the  basis  of  the  individual's  medical  and  physical  condi- 
tion and  the  vehicle  meets  such  safety  requirements  as  the  Secretary 
may  prescribe) 

(b)  Section  1842(b)  (3)  of  such  Act  is  amended  by  inserting  after 
the  fourth  sentence  thereof  the  follotving  neio  sentence:  "With  respect 
to  poioer-operated  wheelchairs  for  which  payment  may  be  made  in  ac- 
cordance toith  section  1861  (s)  (6) ,  charges  determined  to  be  reasonable 
may  not  exceed  the  loxoest  charge  at  which  power-operated  wheelchairs 
are  available  in  the  locality." 
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(c)  The  amendments  made  by  this  section  shall  he  effective  in  the 
case  of  items  and  services  furnished  after  the  date  of  the  enactment 
of  this  Act. 

FEDERAL  ELECTION  CAMPAIGN  ACT  AMENDMENTS 

Sec.  502.  (a)  Section  328  of  the  Federal  Election  Campaign  Act  of 
1971  (2  U.S.C.  Uli)  is  amended— 

(1)  by  inserting  "(«)"  immediately  after  "Sec.  328",  and 

(2)  by  adding  at  the  end  thereof  the  following  new  subsections : 
u(b)  If  an  honorarium  payable  to  a  person  is  paid  instead  at  his 

request  to  a  charitable  organization  selected  by  payor  from  a  list  of 
5  or  more  charitable  organizations  provided  by  that  person,  that  person 
shall  not  be  treated,  for  purposes  of  subsection  (a),  as  accepting  that 
honorarium.  For  purposes  of  this  subsection,  the  term  ''charitable  or- 
ganization* means  an  organization  described  in  section  170(c)  of  the 
Internal  Revenue  Code  of  1954,. 

u(c)  For  purposes  of  determining  the  aggregate  amount  of  hon- 
orariums received  by  a  person  during  any  calendar  year,  amounts  re- 
turned to  the  person  paying  an  honorarium  before  the  close  of  the 
calendar  year  in  which  it  was  received  shall  be  disregarded. 

"(d)  For  purposes  of  paragraph  (2)  of  subsection  (a),  an  honorar- 
ium shall  be  treated  as  accepted  only  in  the  year  in  which  that  hon- 
orarium is  received". 

(b)  The  amendments  made  by  subsection  (a)  shall  apply  with  re- 
spect to  any  honorarium  received  after  December  31, 1976. 

And  the  Senate  agree  to  the  same. 

Amend  the  title  so  as  to  read : 

An  Act  to  amend  the  Social  Security  Act  and  the  Internal 
Revenue  Code  of  1954  to  strengthen  the  financing  of  the  social 
security  system,  and  for  other  purposes.". 

And  the  Senate  agree  to  the  same. 

Al  Ullman, 
James  A.  Burke, 
Dan  Rostenkowski, 
Joe  D.  Waggonner,  Jr., 
William  R.  Cotter, 
Abner  J.  Mikva, 
Jim  Guy  Tucker, 
Managers  on  the  Part  of  the  House. 

Russell  B.  Long, 
Abraham  Ribicoff, 
Gaylord  Nelson, 
W.  D.  Hathaway, 
Daniel  Moynihan, 
Carl  T.  Curtis, 
Bill  Roth, 
John  C.  Danforth, 
Managers  on  the  Part  of  the  Senate. 


JOINT  EXPLANATORY  STATEMENT  OF  THE 
COMMITTEE  OF  CONFERENCE 

The  managers  on  the  part  of  the  House  and  the  Senate  at  the  con- 
ference on  the  disagreeing  votes  of  the  two  Houses  on  the  amendment 
of  the  Senate  to  the  bill  (H.R.  9346)  to  amend  the  Social  Security 
Act  and  the  Internal  Revenue  Code  of  1954  to  strengthen  the  financ- 
ing of  the  social  security  system,  to  reduce  the  effect  of  wage  and  price 
fluctuation  on  the  system's  benefit  structure,  to  provide  for  the  conduct 
of  studies  with  respect  to  coverage  under  the  system  for  Federal  em- 
ployees and  for  employees  of  State  and  local  governments,  to  increase 
the  earnings  limitation,  to  eliminate  certain  gender-based  distinctions 
and  provide  for  a  study  of  proposals  to  eliminate  dependency  and  sex 
discrimination  from  the  social  security  program,  and  for  other  pur- 
poses, submit  the  following  joint  statement  to  the  House  and  the  Sen- 
ate in  explanation  of  the  effect  of  the  action  agreed  upon  by  the  man- 
agers and  recommended  in  the  accompanying  conference  report : 

The  House  recedes  from  its  disagreement  to  the  amendment  of 
the  Senate  with  an  amendment  which  is  a  substitute  for  both  the  House 
bill  and  the  Senate  amendment.  The  differences  between  the  House 
bill,  the  Senate  amendment,  and  the  substitute  agreed  to  in  conference 
are  generally  described  below,  except  for  technical,  clerical,  conform- 
ing, clarifying,  and  minor  drafting  changes. 

Adjustments  ix  Tax  Rates 

The  House  bill  contained  changes  in  the  social  security  tax  schedule 
necessary  to  finance  the  social  security  system  as  modified  by  the 
House  bill,  as  shown  in  table  1. 

TABLE  1.— SOCIAL  SECURITY  TAX  RATES— HOUSE-PASSED  BILL 
[In  percent] 


Calendar  year  OASI  i  DM  OASDI  i  HI  Total 


Employees  and  employers,  each 


1977                                       ...  4.375  0.575  4.95  0.90  5.85 

1978    4.275  .775  5.05  1.00  6.05 

1979-80    4.300  .750  5.05  1.00  .6.05 

1981    4.450  .800  5.25  1.30  6.55 

1982-84    4.550  .800  5.35  1.30  6.65 

1985    4.750  .900  5.65  1.30  6.95 

1986-89..,   4.750  .900  5.65  1.45  7.10 

1990  and  after                             "  5.100  1.100  6.20  1.45  7.65 


Self-employed 


1977..                                  .  6.185  0.815  7.00  0.90  7.90 

1978   6.010  1.090  7.10  1.00  8.10 

1979-80               .      .  6.045  1.055  7.10  1.00  8.10 

1981                                       .    ..  5.700  1.200  7.90  1.30  9.20 

1982-84  .,   6.850  1.200  8.05  1.30  9.35 

1985                   _  7.100  1.350  8.45  1.30  9.75 

1986-89  ...                    ..  7.100  1.350  8.45  1.45  9.90 

1990  and  after   7.650  1.650  9.30  1.45  10.75 


By  allocation  in  the  law. 


(63) 
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The  Senate  amendment  changed  these  provisions  to  finance  the 
social  security  system  as  modified  by  the  Senate  amendment.  The  tax 
rates  in  the  Senate  amendment  are  shown  in  table  2. 

TABLE  2.— SOCIAL  SECURITY  TAX  RATES— SENATE-PASSED  BILL 
[In  percent] 


Calendar  year  OASI »  DM  OASDI  HI  Total 


Employees  and  employers,  each 


1977   4.375  0.575  4.95  0.90  5.85 

1978   4.275  .775  5.05  1.00  6.05 

1979-80   4.335  .750  5.085  1.05  6.135 

1981   4.525  .825  5.35  1.25  6.60 

1982-84   4.575  .825  5.40  1.25  6.65 

1985   4.750  .950  5.70  1.35  7.05 

1986-89   4.750  .950  5.70  1.40  7.10 

1990-94  :„..  5.100  1.050  6.15  1.40  7.55 

1995-2000   5.500  1.200  6.70  1.40  8.10 

2000-10   5.950  1.350  7.30  1.40  8.70 

2011  and  after   6.300  1.500  7.80  1.40  9.20 


Self-employed 


1977   6.185  0.815              7.0  0.90  7.90 

1978   6.010  1.090              7.10  1.00  8.10 

1979-80   6.010  1.040              7.05  1.05  8.10 

1981   6.7625  1.2375            8.00  1.25  9.25 

1982-84   6.7625  1.2375            8.00  1.25  9.25 

1985   7.125  1.425             8.55  1.35  9.90 

1986-89   7.125  1.425             8.55  1.40  9.95 

1990-94   7.675  1.575             9.25  1.40  10.65 

1995-2000   8.250  1.800  10.05  1.40  11.45 

2001-10   8.925  2.025  10.95  1.40  12.35 

2011  and  after   9.950  2.250  11.70  1.40  13.10 


i  By  allocation  in  law. 

The  House  recedes  with  an  amendment  providing  a  new  schedule 
of  taxes  to  finance  the  system  as  modified  by  the  conference  agreement. 
The  tax  rates  in  the  conference  agreement  are  shown  in  table  3. 

TABLE  3.-S0CIAL  SECURITY  TAX  RATES 
(In  percent] 


Calendar  year       '  OASI  1  DM  OASDI  HI  Total 


Employees  and  employers,  each 


1977   4.375  0.575  4.95    .  0.90  5.85 

1978   4.275  .775  5.05  1.00  6.05 

1979-80   4.330  .750  5.08  1.05  6.13 

1981   4.525  .825  5.35  1.30  6.65 

1982-84   4.575  .825  5.40  1.30  6.70 

1985  .   4.750  .950  5.70  1.35  7.05 

1986-89   4.750  .950  5.70  1.45  7.15 

1990  and  later   5.100  1.100  6.20  1.45  7.65 


Self-employed 


1977   6.1850  0.8150  7.00  0.90  7.90 

1978   6.010  1.090  7.10  1.00  8.10 

1979-80   6.0100  1.0400  7.05  1.05  8.10 

1981   6.7625  1.2375  8.00  1.30  9.30 

1982-84   6.8125  1.2375  8.05  1.30  9.35 

1985   7.1250  1.4250  8.55  1.35  9.90 

1986-89   7.1250  1.4250  8.55  1.45  10.00 

1990  and  later   7.6500  1.6500  9.30  1.45  10.75 


1  By  allocation  in  law. 

Allocation  to  Disability  Insurance  Trust  Fund 

The  House  bill  would  increase  allocation  to  the  disability  insurance 
trust  fund  beginning  in  1978.  (See  table  1  above.) 
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The  Senate  amendment  would  also  increase  allocation  to  the  dis- 
ability insurance  trust  fund  beginning  in  1978.  (See  table  2  above.) 

The  conference  agreement  modifies  the  allocation  rates  to  finance 
the  disability  insurance  program.  (See  table  3  above.) 

COXTRIBUTIOX   AXD   BeXEFIT  BASE 

The  House  bill  provided  for  4  ad  hoc  increases  in  the  contribution 
and  benefit  base  for  employees,  employers,  and  the  self-employed  in 
1978, 1979, 1980,  and  1981.  After  1981  the  base  would  be  automatically 
adjusted  to  keep  up  with  average  wage  levels  in  the  same  way  the 
present-law  base  is  adjusted. 

The  Senate  amendment  provided  for  4  ad  hoc  increases  in  the  con- 
tribution and  benefit  base  for  employees  and  the  self-employed  of 
$600  each,  above  the  level  that  would  prevail  under  present  law,  in 
1979, 1981, 1983,  and  1985.  After  1985,  the  base  would  be  automatically 
adjusted  to  keep  up  with  average  wage  levels. 

The  Senate  amendment  also  provided  for  increasing  the  taxable 
earnings  base  for  employers  to  $50,000  for  1979-84  and  to  $75,000  be- 
ginning in  1985.  The  base  would  remain  at  that  level  until  the  em- 
ployee base  reached  that  level,  after  which  time  both  would  be  auto- 
matically adjusted. 

The  conference  agreement  follows  the  House  bill  except  that  no 
increase  in  the  contribution  and  benefit  base  (over  present  law)  is 
provided  in  1978.  Table  4  below  shows  the  base  for  employers  and 
employees  under  the  House  and  Senate  bills  and  the  conference  agree- 
ment. (Amounts  shown  under  the  Senate  bill  depend,  in  part,  on 
automatic  adjustments  and  are,  therefore,  estimates.) 

TABLE  4.— CONTRIBUTION  AND  BENEFIT  BASE 


Senate-passed  bill 
House-passed       Employee,  Conference 


Calendar  year  bill  self-employed        Employer  agreement 


1978   $19,900  $17,700  $17,700  $17,700 

1979   22,900  19,500  50,000  22,900 

1980   25,900  21,000  50,000  25,900 

1981   29,700  23,100  50,000  29,700 

1982   0)  (2)  (3)  0) 


1  Automatic  thereafter. 

2  Employee  base,  including  $600  increases  in  1983  and  1985,  estimated  to  rise  to  $24,600  for  1982,  $26,700 
for  1983,  $28,200  for  1984,  $30,300  for  1985,  with  automatic  increases  (as  under  present  law)  thereafter. 

3  Remains  at  $50,000  through  1984;  increases  to  $75,000  in  1985  and  remains  at  $75,000  until  employee 
base  reaches  $75,000. 

Railroad  Retirement  tier-IL — Under  the  House  bill,  the  tax  base  for 
tier-II  of  the  Railroad  Retirement  Act  for  both  benefits  and  tax  pur- 
poses would  be  the  same  as  under  the  automatic-increase  provisions  of 
the  present  law  and  would  not  be  affected  by  increases  in  the  social 
security  taxable  wage  base  contained  in  the  bill.  Under  the  Senate 
amendment  the  tax  base  for  tier-II  of  the  Railroad  Retirement  Act 
would  not  be  affected  but  the  amount  of  earnings  used  for  computing 
the  tier-II  benefit  would  be  the  base  used  for  social  security  benefits 
under  the  amended  law. 

The  Senate  recedes. 
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Pension  Benefit  Guaranty  Corporation  (PBGC). — The  House  bill 
provided  that  the  pension  insurance  administered  by  PBGC  would  not 
be  affected  by  the  ad  hoc  increases  in  the  wage  base  under  social 
security.  The  insured  pension  amount  would  increase  as  it  would  under 
automatic-increase  provisions  of  present  law. 

The  Senate  bill  contained  no  similar  provision. 

The  Senate  recedes. 

Standby  Guarantee  of  Trust  Fund  Levels 

The  House  bill  provided  standby  authority  for  automatic  loans  to 
the  OASDI  trust  funds  from  Federal  general  revenues  whenever  the 
assets  of  a  cash  benefits  trust  fund  at  the  end  of  a  calendar  year  amount 
to  less  than  25  percent  of  the  outgo  from  the  fund  in  the  calendar  year. 
The  amount  of  the  loan  would  be  equal  to  the  difference  between  the 
year-end  balance  in  the  fund  and  27%  percent  of  the  year's  outgo. 

Such  loans  would  automatically  be  repaid  with  interest  when  assets 
at  the  end  of  a  year  exceeded  30  percent  of  the  year's  outgo  from  the 
fund.  To  provide  for  automatic  repayment,  there  would  be  temporary 
social  security  tax-rate  increases  of  0.1  percent  for  employees  and 
employers,  each,  and  0.15  percent  for  the  self-employed,  if  at  the  end  of 
any  year  after  the  year  the  loan  was  made  the  reserve  level  is  less  than 
35  percent  and  the  loan  debt  exceeds  $2  billion.  This  temporary  tax  rate 
increase  would  go  into  effect  one  year  later. 

The  standby  loan  authority  would  not  be  applicable  for  the  HI  trust 
fund. 

The  Senate  amendment  contained  no  such  provision. 
The  House  recedes. 

Reduction  in  Taxes  for  Certain  Employers 

The  Senate  amendment  would  limit  State  and  local  governmental 
and  501(c)  (3)  nonprofit  employers'  social  security  liability  for  1979  to 
the  liability  that  would  be  incurred  for  1979  under  the  provisions  of 
present  law.  For  1980  and  after,  such  an  employer's  liability  (in 
dollars)  would  generally  be  90  percent  of  the  liability  under  the  law  as 
amended  by  the  bill,  but  not  less  than  the  1979  liability.  In  no  case 
would  the  provision  require  an  increase  in  liability  as  compared  with 
the  regular  provisions  applicable  to  other  employers.  An  authorization 
for  appropriations  from  general  revenues  is  provided  to  make  up  the 
loss  of  social  security  revenue  to  the  trust  funds  that  would  result  from 
enactment  of  the  provision. 

The  House  bill  contained  no  such  provision. 

The  Senate  recedes. 

Modification  of  Benefit  Formula 

Both  the  Senate  amendment  and  the  House  bill  provided  for  basic 
changes  in  the  computation  of  social  security  benefits  for  workers 
reaching  age  62  after  1978.  Although  the  provisions  of  the  two  bills 
were  very  similar,  there  were  differences,  described  below : 
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BENEFIT  FORMULAS 

The  House  bill  provided  for  a  benefit  formula  producing  benefit 
amounts  roughly  5  percent  lower  than  estimated  present-law  benefits 
at  implementation  (January  1,  1979).  The  formula  for  relating  maxi- 
mum family  benefits  to  primary  insurance  amounts  (PIA's)  has  a 
similar  effect. 

The  Senate  amendment  benefit  formula  produced  benefit  amounts 
roughly  equivalent  to  1976  levels — about  2%  percent  lower  than  esti- 
mated present-law  benefits  at  implementation.  The  formula  for  re- 
lating maximum  family  benefits  to  PIA's  had  a  similar  effect. 

The  Senate  recedes. 

TRANSITIONAL  PERIOD 

The  House  bill  provided  a  10-year  guarantee  of  benefit  amounts 
based  on  the  benefit  table  as  of  December  1978  in  retirement  cases. 

The  Senate  amendment  provided  a  5-year  guarantee  in  retirement 
cases. 

The  House  recedes. 

MINIMUM  BENEFIT 

Under  the  House  bill,  the  December  1978  minimum  benefit  rounded 
to  the  next  higher  dollar  (estimated  to  be  about  $121)  would  have 
been  frozen  for  new  beneficiaries.  The  minimum  would  have  been 
increased  in  line  with  CPI  increases  only  after  a  worker  reached  age 
62,  became  disabled,  or  died. 

The  Senate  amendment  was  similar  except  that  it  would  have 
increased  the  minimum  by  CPI  increases  beginning  with  the  year 
in  which  the  individual  (a  worker,  his  widow,  or  child)  actually 
became  entitled  to  benefits,  rather  than  from  the  point  at  which  the 
worker  reached  age  62  became  disabled,  or  died. 

The  House  recedes  with  an  amendment  under  which  CPI  increases 
for  a  worker  or  aged  widow  or  widower  generally  would  not  begin  to 
apply  until  the  earlier  of :  (a)  the  first  year  the  worker  or  aged  widow 
(widower)  was  paid  part  or  all  of  the  benefits  to  which  he  was  entitled 
for  that  year,  after  application  of  the  retirement  test;  (b)  the  year 
of  attainment  of  age  65. 

SPECIAL  MINIMUM 

The  House  bill  provided  for  an  increase  in  the  special  minimum 
benefit  up  to  a  maximum  of  $230  a  month  for  a  worker  ($345  for  a 
couple)  with  30  years  of  coverage  under  social  security.  The  special 
minimum  is  calculated  by  multiplying  $9  ($11.50  under  the  House 
bill)  times  the  number  of  years  of  coverage  (years  in  which  earnings 
were  at  least  25%  of  the  contribution  and  benefit  base)  in  excess  of  10 
and  up  to  30 — for  a  maximum  multiplier  of  20.  Years  of  coverage 
would  be  based  on  the  base  as  increased  automatically  by  rises  in  aver- 
age wages  (without  ad  hoc  increases  as  a  result  of  H.E.  9346).  Special 
minimum  benefits  would  be  increased  automatically  by  CPI  increases 
in  the  future. 

The  Senate  amendment  contained  no  such  provision. 

The  Senate  recedes. 
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DELAYED  RETIREMENT  CREDIT 

The  House  bill  provided  for  an  increase  in  the  delayed  retirement 
credit  to  one-fourth  of  1  percent  for  each  month  (3  percent  per  year) 
for  which  a  worker  does  not  receive  a  benefit  between  ages  65  and  72, 
for  persons  attaining  age  62  after  1978. 

The  Senate  amendment  contained  no  such  provision. 

The  Senate  recedes. 

Delated  Retirement  Credit  for  Widows  and  Widowers 

The  Senate  amendment  included  a  provision  which  would  make  the 
delayed  retirement  credit  applicable  to  widow's  and  widower's  insur- 
ance benefits,  as  well  as  to  the  worker's  benefit. 

The  House  bill  contained  no  such  provision. 

The  House  recedes  with  an  amendment  making  the  change  effective 
with  June  1978. 

Liberalization  op  the  Earnings  Test 

The  House  bill  increased  the  exempt  amount  under  the  earnings 
test  for  beneficiaries  age  65  and  over  to  :  $4,000  in  1978 ;  $4,500  in  1979 ; 
$5,000  in  1980;  and  $5,500  in  1981. 

The  Senate  amendment  increased  the  exempt  amount  to  $4,500  in 
1978  and  $6,000  in  1979  for  all  beneficiaries. 

The  Senate  recedes  adopting  the  exempt  amounts  in  the  House  bill 
and  increasing  the  exempt  amount  to  $6,000  in  1982.  These  increases 
would  apply  only  to  beneficiaries  age  65  and  over. 

Age  at  Which  Earnings  Test  No  Longer  Applies 

The  House  bill  lowered  the  age  at  which  the  retirement  test  no  longer 
applies  from  age  72  to  age  65  in  1982. 

The  Senate  amendment  lowered  the  age  at  which  the  retirement  test 
no  longer  applies  from  age  72  to  age  70  in  1982. 

The  House  recedes. 

Liberalization  op  the  Foreign  Work  Test 

The  House  bill  provided  for  payment  of  benefits  for  any  month  in 
which  a  beneficiary  engaged  in  noncovered  work  outside  the  United 
States  worked  8  or  fewer  days  in  1978,  and  11  or  fewer  days  in  1979 
and  thereafter. 

The  Senate  amendment  contained  no  such  provision. 

The  House  recedes. 

Studies  or  Mandatory  Coverage 

The  House  bill  required  joint  studies  by  the  Office  of  Management 
and  Budget,  the  Civil  Service  Commission,  the  Department  of  the 
Treasury,  and  the  Department  of  Health,  Education  and  Welfare 
of  mandatory  coverage  for  Federal  and  State  and  local  employees 
with  reports  and  recommendations  to  the  President  and  Congress 
within  2  years  of  enactment. 
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The  Senate  amendment  contained  no  such  provision. 

The  Senate  recedes  Avith  amendments  which  would  combine  the 
studies  of  mandatory  coverage  of  employees  of  Federal,  State,  and 
local  governments  and  nonprofit  organizations;  would  require  the 
Secretary  of  Health,  Education,  and  Welfare  to  conduct  the  study 
with  appropriate  consultation  with  Treasury,  the  Office  of  Manage- 
ment and  Budget,  and  the  Civil  Service  Commission. 

The  managers  anticipate  that  the  study  will  include,  in  addition 
to  the  evaluation  of  alternative  proposals,  examination  of  the  follow- 
ing specific  items:  (1)  Analysis  of  any  possible  constitutional  ques- 
tions involved  in  extensions  of  coverage;  (2)  review  of  the  extent 
of  State,  local  and  nonprofit  coverage  under  existing  law;  (3)  analy- 
sis of  the  economic  impact  on  State  and  local  governments  of  manda- 
tory coverage  extensions;  and  (4)  an  analysis  of  the  feasibility  of 
developing  a  method  of  covering  Federal  employees  without  increas- 
ing their  contributions  or  adversely  affecting  their  benefit  rights 
(except  to  the  extent  that  any  windfall  benefit  situations  may  be 
eliminated). 

Coverage  of  Nonprofit  Organizations 

The  Senate  amendment  included  provisions  to:  (1)  forgive  through 
June  30,  1977,  the  social  security  tax  liability  of  nonprofit  organiza- 
tions that  stopped  paying  social  security  taxes  before  October  19, 
1976,  because  they  had  not  filed  the  proper  certificate  with  the  In- 
ternal Revenue  Service  to  cover  their  employees  under  social  security : 
(2)  extend  the  deadline  for  filing  waiver  certificates  for  organizations 
that  obtained  refunds  prior  to  Septemper  9,  1976;  (3)  permit  non- 
profit organizations  that  paid  social  security  taxes  while  waiting  for 
the  Internal  Revenue  Service  to  approve  their  request  for  tax-exempt 
status  to  receive  a  refund  of  those  taxes  in  spite  of  P.L.  94-563  under 
which  the  taxes  and  social  security  coverage  that  resulted  were  vali- 
dated; and  (4)  not  require  nonprofit  organizations  that  received  a 
refund  of  social  security  taxes  for  April-June  1973,  to  bring  their 
employees  under  social  security  coverage. 

The  House  bill  contained  no  such  provisions.  (The  Ways  and 
Means  Committee  had  reported  a  bill,  H.R.  8490,  that  contained  simi- 
lar provisions. ) 

The  House  recedes  with  technical  clarifying  amendments^" 
Limited  Partnership  Income 

The  House  bill  excluded  from  coverage  the  distributive  share  o£in- 
come  or  loss  received  by  a  limited  partner. 

The  Senate  amendment  contained  no  such  provision.  / 
The  Senate  recedes. 

Employees  of  Members  of  Related  Groups  of  Corporations 

The  Senate  amendment  provided  that  a  group  of  corporation>€Oh^ 
currently  employing  an  individual  would  be  considered  as/  a  single 
employer  if  one  of  the  group  serves  as  a  common  paymaster  for  the 
entire  group.  This  would  result  in  such  corporations  having  to  pay 
no  more  in  social  security  and  unemployment  taxes  than  a  single  em- 
ployer pays. 
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The  House  bill  contains  no  such  provision. 

The  House  recedes  with  clarifying  amendments.  " 

The  provision  limits  the  aggregate  amount  of  employment  taxes 
due  for  any  taxable  year  with  respect  to  an  individual  concurrently 
employed  by  two  or  more  related  corporations  and  compensated 
through  a  common  paymaster  which  is  itself  one  of  the  corporations 
employing  the  individual  and  which  would  have  the  responsibility 
for  making  payment  to  the  Internal  Revenue  Service  of  employment 
taxes  due.  The  provision  is  intended  to  establish  a  maximum  total 
liability  for  the  related  corporations  (including  the  common  pay- 
master) as  a  group  but  is  not  intended  to  relieve  any  corporation  of 
ultimate  liability  for  any  portion  of  the  total  amount  of  employ- 
ment taxes  due.  The  provision  is  not  intended  to  have  any  effect  on 
the  deductibility  for  Federal  income  tax  purposes  of  employment 
taxes  or  wages  payable  by  a  corporation ;  accordingly,  since  the  corpo- 
ration for  which  services  are  performed  is  the  only  one  eligible  to 
deduct  wages  and  employment  taxes  paid  with  respect  to  such  services, 
such  wages  and  taxes  will  not  be  deductible  unless  the  corporation  for 
which  the  services  are  performed  reimburses  the  common  paymaster 
for  such  payments.  For  purposes  of  determining  income  tax  deduc- 
tions allowable,  the  conferees  expect  the  Secretary  of  the  Treasury  to 
establish  procedures  for  allocating  employment  taxes  among  related 
corporations  establishing  a  common  paymaster. 

Employer  Taxes  on  Tips 

The  House  bill  included  a  provision  to  require  employers  to  pay 
social  security  taxes  on  tips  deemed  to  be  Avages  under  the  Federal 
minimum  wage  law. 

The  Senate  amendment  contained  no  such  provision. 

The  Senate  recedes  with  the  understanding  that  the  employer  will 
be  liable  for  the  employer  social  security  tax  on  the  tips  that  are 
deemed  wages,  regardless  of  the  amount  of  the  tips  the  employee 
reports  under  section  6053(a)  of  the  Internal  Revenue  Code  of  1954. 

Coverage  for  Clergymen 

The  House  bill  permitted  clergymen  who  filed  application  for  ex- 
emption from  coverage  to  revoke  their  exemption  (but  only  during 
a  limited  period  of  time). 

The  Senate  amendment  contained  no  such  provision. 

The  Senate  recedes. 

Totalization  Agreement 

The  House  bill  authorized  the  President  to  enter  into  bilateral 
agreements  with  foreign  countries  to  provide  the  limited  coordination 
of  social  security  systems.  Each  such  agreement  would  have  to  be 
transmitted  to  the  Congress  and  could  not  go  into  effect  until  90  days 
after  one  House  had  been  in  session.  During  that  period  an  agreement 
could  be  rejected  by  action  of  both  Houses  enacting  legislation. 

The  Senate  amendment  included  the  same  provision  except  that: 
Each  agreement  must  be  transmitted  to  Congress  with  a  report  on 
estimated  cost  and  number  of  individuals  affected ;  an  agreement  must 
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not  be  inconsistent  with  the  provisions  of  title  II  of  the  Social  Security 
Act ;  an  agreement  could  not  go  into  effect  until  90  days  after  both 
Houses  of  Congress  had  been  in  session  during  which  period  an  agree- 
ment could  be  rejected  by  action  of  either  House. 
The  House  recedes. 

Illinois  Policemen  and  Firemen 

The  House  bill  included  a  provision  which  would  validate  earnings 
erroneously  reported  for  policemen  and  firemen  covered  under  the 
Illinois  Municipal  Retirement  Fund. 

The  Senate  amendment  contained  no  such  provision. 

The  Senate  recedes  with  an  amendment  that  coverage  for  future 
periods  would  be  provided  for  the  policemen  and  firemen  affected. 

Wisconsin  Retirement  Fund 

The  House  bill  provided  that  a  special  coverage  provision  applicable 
to  members  of  the  Wisconsin  Retirement  Fund  would  be  applicable 
to  any  successor  system  of  that  fund. 

The  Senate  amendment  contained  no  such  provision. 

The  Senate  recedes. 

Limitation  on  Retroactive  Benefits 

The  House  bill  provided  that  benefits  would  not  be  paid  retroactively 
for  months  before  an  application  is  filed,  when  such  payment  results 
in  a  permanent  reduction  of  future  monthly  benefits,  effective  Jan- 
uary 1, 1978. 

The  Senate  amendment  was  similar  to  the  House  provision  except 
that  it  was  effective  upon  enactment,  rather  than  on  January  1,  1978. 
The  Senate  recedes. 

Delivery  of  Benefit  Checks 

The  House  bill  required  that  whenever  the  delivery  date  for  payment 
of  either  social  security  or  supplemental  security  income  checks  falls 
on  a  Saturday,  Sunday,  or  legal  public  holiday,  the  checks  would  be 
mailed  "and  delivered"  on  an  earlier  date.  Any  overpayment  that  oc- 
curs as  a  direct  result  of  the  earlier  delivery  of  checks  would  be  Waived 
and  would  not  be  subjected  to  recovery. 

The  Senate  amendment  required  in  such  circumstances  that  checks 
be  "mailed  for  delivery"  on  the  earlier  date  and  did  not  include  the 
waiver  of  overpayment  provision  of  the  House  bill. 

The  Senate  recedes  with  an  amendment  providing  that  checks  be 
"mailed  for  delivery"  by  the  earlier  date. 

Reduced  Benefits  for  Spouses  Receiving  Government  Pensions 

The  Senate  amendment  provided  that  social  security  dependents' 
benefits  payable  to  spouses  and  surviving  spouses  would  be  reduced 
by  the  amount  of  any  public  (Federal,  State,  or  local)  retirement  bene- 
fit payable  to  the  spouse  based  on  the  spouses'  own  work  in  noncovered 
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public  employment.  The  provision  would  have  been  effective  with  re- 
spect to  benefits  payable  for  months  beginning  with  the  month  of 
enactment,  based  on  applications  filed  in  or  after  the  month  of 
enactment. 

The  House  bill  contained  no  such  provision. 

The  House  recedes  with  an  amendment  which  would  provide  for  an 
exception  for  certain  people  who  are  already  receiving  pensions  based 
on  noncovered  public  employment  (or  who  would  be  eligible  for  such 
pension  within  5  years  of  the  month  of  enactment)  and  who  could  have 
expected  to  receive  social  security  benefits  as  dependents  or  survivors 
under  the  social  security  law  as  in  effect  on  January  1, 1977.  The  man- 
agers are  concerned  that  there  may  be  large  numbers  of  women,  espe- 
cially widows  in  their  late  fifties,  who  are  already  drawing  pensions, 
or  would  be  eligible  to  draw  them  within  5  years  of  the  date  of  enact- 
ment of  this  bill,  based  on  their  non-covered  work  and  whose  retire- 
ment income  was  planned  for  on  the  assumption  of  the  availability 
of  full  wife's  or  widow's  benefits  under  social  security.  Inclusion  of 
this  exception  to  the  applicability  of  the  Senate  provision,  reinforces 
its  prospective  nature  and  avoids  penalizing  people  who  are  already 
retired,  or  close  to  retirement,  from  public  employment  and  who  can- 
not be  expected  to  readjust  their  retirement  plans  to  take  account  of 
the  "offset"  provision  that  will  apply  in  the  future. 

A  separability  clause  is  included  for  the  exception  clause  established 
by  the  conference  agreement  so  that  if  it  is  found  invalid  the  pension- 
offset  as  passed  by  the  Senate  would  not  be  affected,  and  the  applica- 
tion of  the  exception  clause  would  not  be  broadened  to  include  persons 
or  circumstances  that  are  not  included  within  it.. 

Repeal  of  Workmen's  Compensation  Offset 

The  Senate  amendment  repealed  the  provision  of  existing  law  which 
provides  for  a  reduction  in  social  security  disability  benefits  for  per- 
sons simultaneously  entitled  to  workmen's  compensation  payments 
where  the  combined  payments  would  otherwise  exceed  80  percent  of 
recent  predisability  earnings. 

The  House  bill  contained  no  such  provision. 

The  Senate  recedes. 

Disability  Benefits  for  Blind  Persons 

The  Senate  amendment  provided  for  paying  disability  insurance 
benefits  for  blind  people  who  have  at  least  six  quarters  of  social  se- 
curity coverage.  The  benefits  would  be  paid  regardless  of  the  amount 
of  an  individual's  earnings  both  before  and  after  age  65  or  his  ability 
to  work.  The  Senate  amendment  also  excluded  blind  persons  from  the 
requirements  of  present  law  that  disability  benefits  be  suspended  for 
any  months  during  which  a  beneficiary  refuses  without  good  cause  to 
accept  vocational  rehabilitation  services. 

The  House  bill  contained  no  such  provision. 

The  House  recedes  with  an  amendment  which  strikes  the  provi- 
sions of  the  Senate  amendment  but  provides  that  the  amount  of  earn- 
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ings  under  the  test  of  substantial  gainful  activity  (SGA)  which 
would  terminate  (or  suspend  for  those  age  55  or  over)  a  blind  indi- 
vidual's benefits  would  be  increased  to  the  monthly  exempt  amounts 
for  persons  65  and  over  under  the  retirement  test.  The  conferees  are 
aware  that  this  establishes  a  different  test  of  SGA  for  blind  persons 
than  is  applied  administratively  for  persons  with  other  disabilities. 
The  conferees  do  not  intend  that  the  new  SGA  level  established  for  the 
blind  should  be  applied  to  other  types  of  disability. 

Elimination  of  ^Marriage  or  Remarriage  as  a  Factor  in  Entitle- 
ment to.  or  Termination  or  Reduction  of,  Benefits 

The  House  bill  provided  that  marriage  or  remarriage  would  not  bar 
or  terminate  entitlement  to  benefits  as  a  divorced  spouse,  surviving 
spouse  (including  those  caring  for  an  entitled  child),  parent,  or  child, 
and  remarriage  would  not  cause  any  reduction  in  aged  widow's  or 
widower's  insurance  benefits. 

The  Senate  amendment  did  not  include  such  a  provision. 

The  Senate  recedes,  with  an  amendment  that  would  retain  only  that 
part  of  the  House-passed  provisions  that  would  prevent  reduction  in 
benefits  for  widows  and  widowers  who  remarry  after  age  60. 

Duration-of-Marriage  Requirement 

The  House  bill  provided  that  the  length  of  time  a  person  must  have 
been  married  to  a  worker  in  order  for  benefits  to  be  payable  to  the 
person  as  an  aged  divorced  spouse  or  surviving  divorced  spouse  would 
be  reduced  from  20  years  to  5  years. 

The  Senate  amendment  did  not  include  such  a  provision. 

The  Senate  recedes,  with  an  amendment  which  establishes  a  10-year 
duration -of -marriage  requirement. 

Equalization  of  Treatment  of  Men  and  Women  Under  the  Program 

The  House  bill  contained  a  number  of  amendments  that  were  de- 
signed to  eliminate  certain  gender-based  distinctions  from  the  social 
security  program. 

The  Senate  amendment  did  not  include  any  such  provisions. 

The  House  recedes.  It  is  the  understanding  of  the  managers  that  the 
entire  question  of  such  gender-based  distinctions  will  be  included  in 
the  6-month  study  of  proposals  to  eliminate  dependency  and  sex  dis- 
crimination provided  by  this  legislation. 

Annual  Reporting 

The  House  bill  included  provisions  to  simplify  implementation  of 
annual  wage  reporting. 

The  House  provision  changes  the  provisions  of  the  Social  Security 
Act  that  require  the  use  of  quarterly  wage  data  so  that  only  annual 
data  would  be  needed — employers  would  no  longer  have  to  check  off 
quarters  of  coverage  or  report  quarterly  wages  on  the  forms  W-2. 
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It  excludes  from  the  definition  of  wages  certain  employment  wherein 
the  remuneration  is  less  than  $100  in  a  calendar  year.  State  and  local 
employers  will  continue  to  report  on  a  quarterly  basis  but  wages  will 
be  converted  to  annual  figures.  The  provision  also  changes  "quarter 
of  coverage"  definition  so  that  after  1977  all  workers  would  receive 
a  quarter  of  coverage  for  each  $250  of  wages  paid  in  a  year  (to  a  maxi- 
mum of  four  quarters  of  coverage  in  a  year) .  The  amounts  measuring 
a  quarter  of  coverage  would  increase  automatically  each  year  as  wages 
increase. 

The  Senate  amendment  contained  no  such  provisions. 
The  Senate  recedes. 

National  Commission  on  Social  Security 

The  House  bill  provided  for  a  nine-member  National  Commission  on 
the  Social  Security  Program,  appointed  by  the  executive  and  legisla- 
tive branches,  to  conduct  a  2-year  study  including:  The  fiscal  status 
and  adequacy  of  the  trust  funds ;  the  scope  of  coverage,  adequacy  of 
benefits,  conditions  of  qualification  for  benefits  (including  inequities 
arising  out  of  marital  status,  sex,  or  similar  classifications  or  cate- 
gories) ,  and  quality  of  administration  ;  the  impact  of  the  programs  on 
and  relation  to  public  assistance  programs,  nongovernmental  pension 
insurance  programs,  other  governmental  retirement  and  annuity  pro- 
grams, medical  service  delivery  systems  and  national  employment 
practices ;  and  alternatives  to  current  programs  including,  phasing  out 
payroll  tax,  using  general  revenues  or  other  financing,  mandatory  par- 
ticipation in  private  insurance  programs  and  choice  of  public  or 
private  programs  or  both. 

The  Senate  amendment  did  not  include  a  provision  comparable  to 
the  House  provision. 

The  Senate  recedes  with  an  amendment  which  requires  the  Na- 
tional Commission  to  study  the  need  to  develop  a  special  CPI  for  the 
elderly  for  purposes  of  social  security  cost-of-living  increases. 

Administrative  Law  Judges  (Hearing  Examiners) 

The  Senate  amendment  converted  the  temporary  administrative 
law.  judges  established  by  Public  Law  94-202  to  permanent  status 
under  the  Administrative  Procedure  Act. 

The  House  bill  contained  no  such  provision,  but  the  Ways  and 
Means  Committee  has  reported  H.K.  5723  which  contains  identical 
language. 

The  House  recedes. 

Advisory  Council  on  Social  Security 

The  Senate  amendment  provided  that  the  Advisory  Council  on  So- 
cial Security  to  be  appointed  by  December  31,  1977,  would  have  an 
additional  9  months  in  which  to  submit  its  reports.  The  reports  would 
be  due  October  1,  1979,  rather  than  January  1,  1979. 

The  House  bill  contained  no  such  provision. 

The  House  recedes. 
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Semiannual  Cost-of-Liying  Increases 

The  Senate  amendment  provided  for  semiannual  cost-of-living  in- 
creases in  social  security  and  SSI  benefits  whenever  the  CPI  increased 
by  at  least  -i  percent  over  a  specified  6-month  measuring  period  (an 
annual  rate  of  over  8  percent  per  year) . 

The  House  bill  contains  no  such  provision. 

The  Senate  recedes. 

Fiscal  Beltef  foe  Welfare  Costs 

The  Senate  amendment  provided  for  a  one-time  payment  to  the 
States  of  $374  million  as  fiscal  relief  for  State  and  local  welfare  costs 
for  fiscal  year  197S.  Half  of  such  funds  would  be  distributed  to  each 
State  in  proportion  to  its  share  of  total  expenditures  under  the  AFDC 
program  for  December  1976,  and  half  would  be  distributed  under  the 
general  revenue  sharing  formula.  In  those  States  in  which  local  units 
of  Government  are  responsible  for  meeting  part  of  the  costs  of  the 
AFDC  program  the  fiscal  relief  payments  would  have  to  be  passed 
through  to  local  governments.  States  would  not  be  required  to  pass 
through  an  amount  in  excess  of  90  percent  of  the  amount  of  AFDC 
costs  for  which  the  local  government  was  otherwise  responsible. 

The  House  bill  contained  no  such  provision. 

The  House  recedes  with  the  following  amendments.  The  amount  of 
the  one-time  payment  would  be  one-half  of  the  amount  in  the  Senate 
bill,  that  is.  S187  million.  Also  States  would  be  required  to  pass 
through  to  local  jurisdictions  the  full  amount  of  the  payment  but  not 
more  than  100  percent  of  the  amount  of  the  AFDC  costs' for  which  the 
local  government  was  otherwise  responsible. 

Fiscal  Incentives  for  Lowering  AFDC  Error  Rates 

The  Senate  amendment  established  a  system  of  fiscal  incentives 
for  States  which  have  low  dollar  error  rates  (below  -1  percent)  as 
measured  by  the  AFDC  quality  control  findings  of  excess  payments. 

Under  the  amendment  States  which  have  dollar  error  rates  of.  or 
reduce  their  dollar  error  rates  to.  less  than  1  percent  but  not  more 
than  3.5  percent  of  the  total  expenditures  would  receive  10  percent  of 
the  Federal  share  of  the  money  saved,  as  compared  with  the  Federal 
costs  of  4-percent  payment  error  rate.  This  percentage  would  in- 
crease proportionately  as  shown  in  the  following  table  : 


Incentive 

If  the  error  rate  is  :  Percentage * 

At  least  3.5  percent  but  less  than  4  percent   10 

At  least  3  percent  but  less  than  3.5  percent   20 

At  least  2.5  percent  but  less  than  3  percent  30 

At  least  2  percent  but  less  than  2.5  percent   40 

Less  than  2  percent   50 


1  The  State  will  retain  this  percent  of  the  imputed  Federal  savings. 
The  House  bill  contained  no  such  provision. 

The  House  recedes  with  an  amendment  which  provides  that  the 
dollar  error  rate  of  aid  will  include  the  payments  to  ineligibles  plus 
overpayments  plus  underpayments  plus  the  amount  which  would  have 
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been  paid  as  benefits  if  the  case  had  not  been  erroneously  terminated 
or  the  application  erroneously  denied.  The  incentive  would  be  based  on 
Federal  savings  as  compared  with  a  4-percent  rate  of  excessive  pay- 
ments— that  is,  erroneous  payments  for  ineligibles  and  overpayments. 

Access  by  AFDC  Agencies  to  Wage  Records 

The  Senate  amendment  specifically  authorized  State  AFDC  agen- 
cies to  obtain  wage  information  from  the  wage  records  maintained 
by  the  Social  Security  Administration  and  the  wage  records  main- 
tained by  State  unemployment  compensation  agencies  for  purposes 
of  determining  eligibility  for  (or  amount  of)  AFDC.  The  Secretary 
of  HEW  would  establish  the  necessary  safeguards  to  prevent  the 
improper  use  of  such  information.  Effective  October  1,  1979,  States 
would  be  required  to  request  and  make  use  of  this  wage  information 
either  from  the  State  unemployment  compensation  agency  (if  avail- 
able there)  or  from  the  Social  Security  Administration. 

The  House  recedes. 

State  Welfare  Demonstration  Projects 

The  Senate  amendment  would  authorize  certain  types  of  State 
demonstration  projects  related  to  the  AFDC  program  to  be  imple- 
mented if  the  Secretary  did  not  specifically  disapprove  the  imple- 
mentation of  such  projects  within  forty-five  days  after  the  State  ap- 
plies to  have  the  projects  approved.  In  other  words,  a  State  could 
proceed  Avith  such  projects  either  when  the  Secretary  approved  them, 
or  forty-five  days  after  submitting  them  to  the  Secretary  if  no  deci- 
sion had  been  reached  by  HEW  within  that  period. 

Under  this  authority,  States  would  be  permitted  to  conduct  not 
more  than  three  demonstration  projects  but  not  more  than  one  on  a 
Statewide  basis.  Projects  involving  public  service  employment  would 
have  to  meet  reasonable  standards  related  to  health,  safety  and  other 
conditions,  could  not  displace  employed  workers,  would  have  to  be 
reasonable  for  the  individuals  participating,  and  would  have  to  pro- 
vide appropriate  workmen's  compensation  protection.  Participation 
in  any  project  by  any  AFDC  recipient  would  have  to  be  on  a  volun- 
tary basis. 

States  would  be  permitted  to  waive  ordinary  statutory  rules  re- 
quiring statewide  uniformity,  administration  by  a  single  agency,  and 
regarding  participation  in  the  work  incentive  program  and  the  dis- 
regard of  certain  amounts  of  earned  income.  (Not  more  than  half  of  all 
income  could  be  disregarded  under  the  waiver  authority,  however.) 

AFDC  matching  for  these  demonstration  projects  would  be  limited 
to  the  amount  the  State  would  have  received  through  AFDC  if  it  had 
not  implemented  the  demonstration  project.  In  addition  the  State's 
general  revenue  sharing  funds  could  be  used  to  cover  the  costs  of 
salaries  for  participants  in  public  service  employment  which  are  not 
covered  by  AFDC  matching. 

Once  implemented,  demonstration  projects  could  continue  for  up  to 
2  years  unless  the  Secretary  took  action  to  disapprove  a  State  waiver 
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of  statutory  rules  before  the  end  of  the  2-year  period.  The  provision 
would  not  apply  after  September  30, 1980. 
The  House  bill  contained  no  such  provisions. 

The  House  recedes  with  an  amendment.  The  conference  agreement 
provides  that  when  a  State  submits  an  application  it  would  be  re- 
quired to  make  a  public  announcement  that  such  application  has  been 
made,  make  copies  of  the  application  available  and  receive  public  com- 
ments for  at  least  30  days.  The  Secretary  would  also  be  required  to 
publish  a  summary  of  the  proposed  demonstration  project  and  make 
copies  of  the  application  available.  He  would  receive  public  comments 
for  at  least  30  days  after  publication  of  a  summary  of  the  proposed 
project  (even  if  the  application  is  approved  prior  to  the  30-day  period) . 

The  Secretary  of  HEW  could  deny  applications  by  a  State  under 
this  provision  any  time  after  receipt  of  the  application,  but  could  not 
approve  an  application  until  30  days  after  it  has  been  submitted. 

A  State  would  be  authorized  to  proceed  with  projects  submitted 
under  this  new  authority  60  days,  instead  of  45  days  under  the  Senate 
amendment,  after  the  project  application  is  submitted  to  HEW  unless 
there  is  a  specific  disapproval  by  HEW. 

The  conference  agreement  also  requires  that  when  AFDC  funds  are 
used  to  pay  wages  of  participants  in  such  projects  that  the  prevailing 
wage  must  be  paid. 

AFDC  Earxed  Ixcome  Disregard 

The  Senate  amendment  changed  the  earned  income  disregard  so  as 
to  require  States  to  disregard  the  first  $60  earned  monthly  by  an  indi- 
vidual working  full-time  ($30  in  the  case  of  an  individual  working 
part-time),  plus  one-third  of  the  next  $300  earned,  plus  one-fifth  of 
the  remainder.  Child  care  expenses  would  be  subject  to  limitations  by 
the  Secretary  and  would  be  deducted  before  computing  an  individual's 
earned  income.  Other  work  expenses  would  not  be  deducted. 

The  House  bill  contained  no  such  provisions. 

The  Senate  recedes. 

Erroxeous  State  Supplemextary  Paymexts 

The  Senate  amendment  provided  authorization  and  direction  for 
the  Secretary  of  Health,  Education,  and  Welfare  to  reimburse  a  State 
for  erroneous  State  supplementary  payments  administered  by  them 
and  paid  during  1974  to  the  extent  that  an  HEW  audit  determines  is 
appropriate  on  the  basis  that  the  incorrect  payments  for  the  aged, 
blind,  and  disabled  resulted  from  a  State's  good  faith  reliance  upon 
erroneous  or  incomplete  information  furnished  to  the  States  by  the 
Department  or  from  a  State's  good  faith  reliance  on  incorrect  supple- 
mental security  income  payments  made  by  the  Department. 

The  House  bill  contains  no  such  provision. 

The  House  recedes  with  an  amendment.  The  conference  agreement 
provides  that  the  Secretary  of  HEW  would  rely  on  findings  of  an 
audit  by  HEW  which  has  been  reviewed  and  concurred  in  by  the  In- 
spector General  of  the  Department  to  determine  the  extent  of  pay- 
ments under  this  provision. 
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Veterans'  Pension  and  Compensation 

The  Senate  amendment  provided  that  the  amount  of  any  social 
security  benefits  resulting  from  a  cost-of-living  increase  will  not  be 
used  to  reduce  veterans'  pension  and  compensation. 

The  House  bill  contained  no  such  provision. 

The  Senate  recedes. 

Medicare  Coverage  of  Devices  Serving  the  Same  Purpose  as 
a  Wheelchair 

The  Senate  amendment  expands  the  definition  of  durable  medical 
equipment  under  the  medicare  supplementary  medical  insurance  pro- 
gram to  include  specialized  transportation  vehicles  (such  as  the  Amigo 
wheelchair)  designed  to  "serve  the  same  or  similar  purpose  as  that 
performed  by  a  wheelchair." 

The  House  bill  contains  no  such  provision. 

The  House  recedes  with  an  amendment  which  expands  the  definition 
of  durable  medical  equipment  to  include  a  power-operated  vehicle  that 
may  be  appropriately  used  as  a  wheelchair  where  such  vehicle  is  deter- 
mined to  be  medically  necessary  and  meets  safety  requirements  pre- 
scribed by  the  Secretary. 

Federal  Election  Campaign  Act  Amendment 

The  Senate  amendment  provided  that  a  contribution  to  a  tax-exempt 
organization  selected  by  the  payor  from  a  list  of  five  or  more  organiza- 
tions named  by  the  government  officer  or  employee  would  not  be  treated 
as  an  honorarium.  It  also  provided  that  amounts  returned  to  a  payor 
before  the  end  of  the  calendar  year  would  not  be  treated  as  hono- 
rariums. The  amendment  further  provided  that  honorariums  would 
be  treated  as  accepted  in  the  year  of  receipt. 

The  House  bill  contained  no  such  provision. 

The  House  recedes. 

College  Tuition  Tax  Relief 

The  Senate  amendment  modified  the  Internal  Revenue  Code  to  pro- 
vide an  income  tax  credit  for  educational  expenses  (tuition,  fees,  books, 
and  equipment,  but  not  meals,  lodging,  nor  other  living  expenses) 
paid  by  the  taxpayer  for  the  taxpayer  or  the  taxpayer's  spouse  or 
dependents  to  an  institution  of  higher  education  or  a  vocational  school. 
The  amount  of  the  credit  would  be  limited  each  year  to  not  more  than 
$250  per  student,  The  credit  would  apply  to  expenses  paid  in  taxable 
years  beginning  after  December  31,  1977 ;  for  1978  only,  it  would  be 
refundable.  The  student  must  be  a  full-time  student  working  toward 
a  baccalaureate  degree  or  a  certificate  of  required  course  work  at  a 
vocational  school.  Expenses  eligible  for  the  credit  would  be  reduced 
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by  tax-exempt  scholarship  or  fellowship  grants  and  by  certain  educa- 
tional assistance  allowances  and  education  and  training  allowances. 

The  House  bill  contained  no  such  provision. 

The  Senate  recedes. 
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John  C.  Danforth, 
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